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Announcement 


34-11354 


1C-8757 


Enforcement 
34-11356 


LR-6829 


Commission Orders Public Proceed- 
ings in the Matter of Quarterly Fi- 
nancial Statement Data and Review 
Thereof by Independent Public Ac- 
countants (S7-542) 
Hearings will begin at 10:00 a.m., 
on June 2, 1975 and continue 
thereafter through June 18, 
1975. 
Proposal Concerning Valuation of 
Short Term Debt Instruments 
Owned by Registered Investment 
Companies 


Weis Securities, Inc., et al. 

Weis registration revoked, two 
firm executives barred. 

Santias Service Corporation, et al. 
Sanitas Service Corporation, 
David Weintraub, A. Theodore 
Barron, ATB Enterprises, Inc. 
and Alan R. Carp were charged 
with violations relating to poli- 
tical payments, bribes and kick- 
backs. 

Solitron Devices, Inc. 

A Final Order entered pursuant 





to a stipulation and undertaking 
executed by Solitron. 

Northrop Corporation, et al. 
An order of permanent injunction 
entered in political contributions 
case. (See also LR-6839). 


Notice of Alternative Proposals 
Regarding Disclosure of Interim 
Results in Financial Statements, 
Including Making Form S-7 and 
Form S-16 Available in Certain 
Cases (S7-542) 
Comment period expires 
June 18, 1975. 
Rule 9b-1 
Amendments to PBW’s Option 
Trading Plan proposed comment 
period ends April 25, 1975. 
Proposed Rules Under Section 6(e) 
re Variable Life Insurance 
Comment period extended to 
June 2, 1975. 
Proposal to Rescind Rule 3c-4 
under Investment Company Act 
and Rule 202-1 of Advisers Act 
re Variable Life 
Comment period extended to 
May 31, 1975. 
Rule 206(4)-4 and New Paragraph 
(14) of Rule 204-2(a) re Written 
Disclosure to Clients and Records 
Thereof 
Comment period extended to 
May 31, 1975. 
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SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 31/April 17, 1975 


See Securities Exchange Act Release No. 11356/April 17, 
1975. 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 5578/April 11, 1975 


Admin. Proc. File No. 3-4588 
In the Matter of 


AMERICAN RECREATION AND LAND COMPANY 
8200 Normandale Boulevard 
Bloomington, Minnesota 


(24C-3553) 


ORDER PERMANENTLY SUSPENDING REGULATION 
A EXEMPTION 


American Recreation and Land Company filed a notifica- 
tion and an offering circular with the Commission for the 
purpose of obtaining an exemption from the registration 
requirements of the Securities Act, pursuant to Section 
3(b) of that statute and Regulation A thereunder, with 
respect to a public offering of subordinated debentures 
in the aggregate principal amount of $500,000. 


The Commission’s order temporarily suspending the 
exemption alleged that: 


1. The offering circular contained untrue statements 
and omissions of material facts, particularly with respect 
to: 


a. The use to be made of the proceeds of the offering; 
and 


b. The fact that the issuer owed approximately $684,- 
842 to an affiliate, Equitable Mortgage Investment Com- 
pany. 


2. The Form 2-A Report to the Commission about the 
manner in which the proceeds of the offering had been 
used was false. In particular, the statement therein that 
$181,000 remained on hand as unexpended cash pro- 
ceeds was untrue. 


3. In view of the above matters, the offering was made 
in violation of Section 17 of the Securities Act. 


The temporary order directed the issuer to file an answer. 
It also stated that if no hearing was requested within 30 
days on the issue of whether the suspension order should 
be vacated or made permanent, and if none were ordered 
by the Commission, the temporary suspension would be- 
come permanent. The only request for a hearing came 
from a former officer of the issuer. That request has now 
been withdrawn. 


In view of the foregoing, it is appropriate to enter an order 
permanently suspending the exemption. 


Accordingly, IT 1S ORDERED, pursuant to Rule 261 of 
Regulation A under the Securities Act, that the exemption 
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from registration with respect to the above public offering 
by American Recreation and Land Company be, and it 
hereby is, permanently suspended. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5579/April 17, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11353/April 17, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18940/April 17, 1975 


NOTICE OF ALTERNATIVE PROPOSALS REGARDING 
DISCLOSURE OF INTERIM RESULTS IN FINANCIAL 
STATEMENTS, INCLUDING MAKING FORM S-7 AND 
FORM S-16 UNDER THE SECURITIES ACT OF 1933 
AVAILABLE TO CERTAIN ISSUERS WHOSE AUDITORS 
HAVE BEEN INVOLVED WITH INTERIM REPORTING 


{Comment Period Expires June 18, 1975) 
(S7-542) 


In Securities Act Release No. 5549 dated December 19, 
1974, notice was given of proposals to increase disclosure 
of interim results by registrants. Interested persons were 
invited to submit written comments regarding the pro- 
posals on or before March 15, 1975. Numerous comments 
were received and, as might be expected, various views 
were expressed with respect to the usefulness, practicability 
and cost of the information proposed to be required. 


The proposal which elicited the greatest amount of com- 
ment was the proposed amendment to Regulation S-X 
which would require certain limited quarterly data to be 
included in a footnote to financial statements for the 
year. This inclusion would have the effect of involving 
independent public accountants with quarterly data and 
it was this effect which was most criticized by commenta- 
tors. 


The Commission has carefully considered the comments 
received. It continues to believe that the proposed dis- 
closures of quarterly data in connection with financial 
statements covering longer periods may be necessary and 
appropriate for the proper protection of investors in that 
it would enable them to assess the trend of business oper- 
ations and to understand the seasonal characteristics of 
a reporting entity. It also believes that the involvement 
of independent public accountants in the interim report- 
ing process would improve the quality of the interim re- 
porting systems of registrants and hence the reliability 
and consistency of interim reports. 























The letters of comment received have stressed the additional 
cost of public accounting services that would be incurred if 
the Commission's original proposal to include the proposed 
footnote in audited financial statements is adopted and have 
expressed the view that benefits to be gained would not be 
commensurate with these costs. 


The Commission is mindful of the cost to registrants of its 
proposals and it recognizes its responsibility to weigh with 


care the costs and benefits which result from its rules. When- 


ever it is possible for the Commission to achieve its objec- 
tive of protection of investors through approaches which 
minimize costs to registrants, it attempts to do so. 


Accordingly, the Commission has concluded that it is appro- 
priate to invite comments on specific alternative proposals 
to those set forth in its prior release. The Commission be- 
lieves that these proposals may accomplish its desired objec- 
tives at a lesser cost to registrants. The earlier proposals are 
still being considered and are not withdrawn, but the pro- 
posals set forth herein should be considered as possible al- 
ternatives to certain portions of those proposals. The Com- 
mission specifically invites comments on the cost to regis- 
trants of these alternative proposals. 


These proposals would permit the footnote which includes 
limited quarterly data to be labeled “unaudited; would 
expand the note requirement to include data for full quar- 
ters in any stub period income statements presented; would 
specify the limited review procedures which independent 
public accountants would be expected to follow when they 
are associated with this unaudited note by reporting on the 
financial statements in which it is included; would permit 
(but not require) independent public accountants to be as- 
sociated with data on Form 10-Q when they have perform- 
ed certain specified review procedures; would permit regis- 
trants who do not meet the current financial tests for using 
the less costly registration Form S-7 to use this form if their 
independent accountants have been associated with the, 
three most recently filed Form 10-Q’s; and would require 
the chief financial officer of the registrant to sign Form 
10-Q. These proposals are discussed in more detail below. 


In addition, because significant questions have been raised 
concerning the desirability of involvement by independent 
public accountants in the interim reporting process and be- 
cause a number of commentators indicated a wish to make 
@ personal presentation on the issues, the Commission has 
determined to hold a hearing on the subject as well as to 
receive comments on alternative proposals. The hearing, 
which is ordered in Securities Exchange Act Release No. 
11354 issued today, will permit interested parties to ex- 
press their opinions on any aspects of interim reporting. 


Interim Financial Data in Notes to Annual Financial State- 
ments 


Release 33-5549 proposes to amend Regulation S-X to 
require disclosure of selected quarterly financial data in 
notes to annual financial statements. The release states: 
“The Commission is not prepared, however, to have this 
footnote designated as ‘unaudited’.”’ 


Commentators have suggested that this approach would 
be costly. Some also contend that the distinction between 









auditing the interim data in a note as contemplated in the 
release and auditing each interim period as a separate period, 
which is stated not to be contemplated, would not be under- 
stood. One suggestion for dealing with this problem is to 
allow the required footnote to be designated as “unaudited” 
but require that some review procedures be applied to the 
data by independent public accountants. Under this sugges- 
tion, the required review procedures would have to be articu- 
lated either by the accounting profession as an element of 
generally accepted auditing standards or by the Commission 
as part of its rules. 


The Commission believes that this suggestion may have 
merit. Accordingly, in this release the Commission specifi- 
cally proposes to modify proposed Rule 3-16(v) of Regu- 
lation S-X to allow the note required by that rule to be 
designated as unaudited. Further, it is proposed to amend 
Rule 2-02 of Regualtion S-X to specify review procedures 
which should be carried out when financial statements 
upon which the auditor is reporting contain a note requir- 
ed by Rule 3-16(v) which is designated as “unaudited.” 


Finally, the proposed rule is modified to call for data with 
respect to full quarters within the two most recent fiscal 
years and any subsequent interim period for which income 
statements are presented. The existing proposal refers only 
to the two most recent years. The modification is proposed 
in recognition of the importance of the quarterly compo- 
nents of an interim stub period (nine months, for example) 
presented in a prospectus. 


If these amendments are adopted, it is expected that the 
accountant’s report would not require specific reference 

to the note or to the procedures carried out unless the pro- 
cedures have not been performed or the auditor concludes 
that the data included in the note to financial statements 
do not fairly present the information they purport to show 
in conformity with generally accepted accounting princi- 
ples. 


Review of Financial Data in Form 10-Q 


Release 33-5549 does not propose to require timely in- 
volvement of independent accountants with interim report- 
ing. However, that release expressed the view that such in- 
volvement is desirable and noted that the New York Stock 
Exchange endorsed the involvement of auditors with interim 
reporting in its 1973 White Paper. Several commentators 
have suggested that interim involvement might appropri- 
ately be required in some instances. 


The Commission is presently considering the degree to 
which auditor involvement in interim financial reporting 
should be encouraged or required and it is also considering 
the types of procedures which an auditor might carry out. 


In this release, it is proposed to amend Form 10-O under 
the Securities Exchange Act of 1934 to allow, but not re- 
quire; auditor involvement with the information in the 
Form 10-Q. As proposed, the amendments would set forth 
the nature of the procedures which an independent public 
accountant might carry out with respect to the financial 
statement data required in the form; add a statement on the 
facing page to indicate whether the independent public ac- 
countant has performed these procedures; and add an in- 
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struction to file as an exhibit a letter from the independent 
public accountant if he is represented to have reviewed the 
statements. 


The identified review procedures would not constitute an 
examination in accordance with generally accepted auditing 
standards and the auditor performing them would not be in 
a position to express an opinion on the interim financial 
statements. Rather, the procedures are designed to bring to 
the auditor's attention significant matters to which his ob- 
jectivity and knowledge of financial reporting may be ap- 
plied. Thus, while the data would not have the added 
credibility which might be provided by an audit, it is be- 
lieved that auditor involvement in the interim reporting 
process by application of these procedures would result 

in enhanced reliability of such data. This would be of sub- 
stantial benefit to the public investor who must rely on 
this information. 


The proposed Form 10-O amendments also separate the re- 
quirements for financial statements from the requirement 
for a narrative analysis by management and require the 
signature of the principal financial officer of the registrant. 
The proposed requirement for the quarterly report to be 
signed by the registrant's principal financial officer would 
emphasize the responsibility of this officer for the repre- 
sentations explicit and implicit in the filing. This s 
appropriate since the major elements of a quarterly report 
are financial. Such signature would not relieve other corpor- 
ate officers of their responsibilities. 


eme 
Vitis 


Conditions for Use of Form S-7 and Form S-16 


The proposedamendments to Form 10-Q do not require that 
the financial statement data therein be reviewed by an in- 
dependent public accountant. The proposed amendment of 
Regulation S-X, however, would require that interim data 
be reviewed (but not audited) on a retrospective basis be- 
cause of its inclusion in an unaudited footnote. Thus, even 

if the data were not reviewed by an independent public ac- 
countant on a timely basis, they would ultimately be re- 
viewed retrospectively. 


In the belief that timely review of interim data should be 
encouraged because of its significance to investors, the 
Commission proposes to liberalize the conditions for use of 
Form S-7 so that registrants not presently qualified to use 
this simplified registration form may use it if their quarterly 
reports have been reviewed prior to filing. Essentially, the 
proposal is to broaden the availability of the form to include 
registrants who have taken the voluntary step of providing 
investors with additional assurance regarding the reliability 
of their current interim financial reports. Thus, registrants 
which could not meet the existing three-year reporting, de- 
fault, net income and dividend requirements could use the 
form if the financial statements included in Form 10-O have 
been indicated as reviewed by an independent public ac- 
countant for each of the three preceding quarterly periods 
for which such forms were reqauired to be filed, and if the 
registrant has filed all reports required to be filed under Sec- 
tion 13 of the 1934 Act during the twelve months preced- 
ing the filing of the registration statement. 


Form S-16 presently may be used by any issuer eligible to 
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use Form S-7 for registration of offerings of certain out- 
standing securities for the account of someone other than 
the issuer and for registration of securities underlying out- 
standing convertible securities or warrants, under certain 
conditions. It is proposed to allow Form S-16 to be avail- 
able to any issuer meeting the proposed liberalized require- 
ments for Form S-7 for registration of securities underlying 
outstanding convertible securities or warrants, under cer- 
tain conditions. However, as proposed, Form S-16 would 
not be available for secondary offerings for the account 

of someone other than the issuer unless the issuer met the 
existing requirements for Form S-7 including the three 
year reporting, default, net income and dividend require- 
ments. The Commission specifically invites comments on 
whether the Form S-16 should be made available for regis- 
tration of such secondary offerings of the securities of 

any issuer which meets the liberalized Form S-7 require- 
ments, and, if so, under what conditions. 


Other Comments 


It should be noted that if the financial statement date in 
Form 10-Q were reviewed on a timely basis, the need for 
review of the footnote to annual financial statements 
would not be eliminated. However, the procedures per- 
formed on a timely basis for the first three quarters would 
not need to be repeated at year end, so the effort neces- 
sary at year end would be greatly reduced. In such a situa- 
tion, the independent public accountant’s review at year 
end would concentrate largely on the fourth quarter and 
the events and adjustments which are reflected in that 
quarter. 


The proposed amendments would be adopted pursuant 

to authority in Sections 6, 7, 8, 10 and 19(a) of the Se- 
curities Act of 1933; Sections 12, 13, 15(d) and 23(a) 

of the Securities Exchange Act of 1934; and Sections 5(b), 
14 and 20(a) of the Public Utility Hodling Company Act 
of 1935. 


All interested persons are invited to submit written com- 
ments on the proposals on or before June 18, 1975. Per- 
sons who wish to have their comments considered in con- 
nection with the hearings on this subject ordered in Release 
34-11354 should submit their comments in advance of the 
hearing which is scheduled for June 2, 1975. The commun- 
ications should be addressed to the Secretary, Securities 
and Exchange Commission, Washington, D. C. 205439, 

and should be referenced to File No. S7-542. All comments 
will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


PROPOSED AMENDMENTS 


The text of the proposed amendments to Regulation S-X, 
Form 10-Q and Form S-7 follow. In this section, material 
to be added to that proposed in Release 33-5549 is in italics 
or designated as new; material to be deleted is lined out. (The 
following section contains an integration of the amendments 

















proposed herein with the amendments proposed in Re- 
lease 33-5549 that would not be affected by the alterna- 
tive proposals.) 


|. Regulation S-X 


Rule 2-02. Accountants’ Reports. 
(a) through (d) (No change.) 


(e) Association with unaudited note covering interim fi- 
nancial dats. (New paragraph.) 


if the financial statements covered by the accountant’s re- 
port designate as “unaudited” the note required by Rule 
3-16(v), the accountant shall carry out the following pro- 
cedures with respect to the data therein: 


(1) Obtain by inquiry an understanding of the internal 
accounting control concerning the flow of transactions 
through the accounting system and the manner of record- 
ing, classifying and summarizing transactions for the pur- 
pose of preparing interim financial statements. Identify 
any differences between the methods of accumulating and 
classifying data for interim and annual purposes and con- 
sider the effects, if any, of such differences upon quarterly 
information. 


(2) Make an analytical review of the interim financial data 
which underlies the financial data presented pursuant to 
Rule 3-16(v) by performing the following procedures: 


(i) Make a systematic comparison of the actual results for 
each interim period with anticipated results for that period, 
with the results for the immediately preceding interim period 
and with the results for the corresponding interim period in 
the previous fiscal year. Obtain explanations of any unusual 
changes. 


(ii) Identify the relationships between different components 
of the interim financial data for each interim period which, 
absent unusual transactions, could be expected to conform 
to a predictable pattern. Obtain explanations of material 
variations from this pattern. 


(iii) Compare adjusting entries at the end of each interim 
period with those at the current and prior year ends for 
consistency in the types of matters for which adjustments 
are made. 


(3) Make inquiries of officials who have responsibility for 
financial and accounting matters concerning the following: 


(i) The accounting treatment afforded significant, new or 
unusual transactions or events that occurred within each 
interim period; 


(ii) The consistency of accounting principles applied in 
each interim period compared to prior periods and any 
changes in accounting principles or practices that occurred 
during each interim period under review; 


(iii) The current status of items that were previously ac- 
counted for on the basis of tentative, preliminary or in- 
conclusive data; and 





(iv) Any events subsequent to the date of each interim 
period which may have an effect on the data included 
with respect to such periods. 


(4) Consider whether the interim data presented conform 
to the requirements of generally accepted accounting 
principles, paying particular attention to any new pro- 
nouncements by authoritative bodies affecting financial 
reporting practices. 


(5) Read the minutes of meetings of shareholders, boards 
of directors and other appropriate corporate committees 
for matters that could relate to the interim results or dis- 
closure of financial information. 


(6) Consider all of the information that comes to his atten- 
tion through the performance of any work relating to his 
examination of the registrant’s annual financial statements 
that could affect the interim data presented or the related 
disclosure. 


(7) Inquire into, and perform such procedures as are 
appropriate with respect to, matters that come to his 
attention as a result of the foregoing procedures that 

lead him to believe that the data presented in the interim 
financial statements are not fairly presented in conformity 
with generaily accepted accounting principles. 


if, as a result of following these procedures, the independent 
accountant concludes that the data included in the unaudit- 
ed footnote do not fairly present the information which 
they purport to show in conformity with generally accepted 
accounting principles, he should so state in a separate para- 
graph of his report. 


Rule 3-16. General Notes to Financial Statements. (See 
Release No. AS-4.) 


* = * * = 


(v) Disclosure of selected quarterly financial data in notes 
to annual financial statements. (New rule proposed in Se- 
curities Act Release No. 5549.) 


(1) Disclosure shall be made in a note to the-annual finan- 
cial statements of net sales, gross profit (net sales less costs 
and expenses associated directly with or allocated to prod- 
ducts sold or services rendered), income before extraordin- 
ary items and cumulative effect of a change in accounting, 
per share data based upon such income, and net income 
for each full quarter ef-the-year for within the two most 
recent fiscal years and any subsequent interim period for 
which income statements are presented. 


(2) (No change.) 


(3) Describe the effect of any disposals of segments of a 
business, and extraordinary, unusual or infrequently occur- 
ring items recognized in each ful/ quarter -of- within the two 
most recent fiscal years and any subsequent interim period 
for which income statements are presented, as well as the 
aggregate effect and the nature of year-end or other adjust- 
ments which are material to the results of that quarter. 


(4) Where this note is part of financial statements which 
are presented as audited, it may be designated “unaudited.” 
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il. Form 10-Q. For Quarterly Reports Under Section 13 or 
15(d) of the Securities Exchange Act of 
1934. 


The facing sheet of the form would be amended by adding 
the following at the end of the sheet: 


“Indicate by check mark whether the financial 
statements required by instruction H have been 
reviewed by an independent public accountant. 
YES NO (See instruc- 
tion H.)” (New.) 





A. through G. (No change.) 


H. Financial Statements. Presentation-efFinanciat-tnfer- 
mation: 


(Material to be added to that proposed in Release 33-5549 
is in italics or designated as new; material to be deleted is 
lined out.) 


(a) (Existing paragraph deleted.) The registrant shall fur- 
nish an income statement, balance sheet and statement of 
source and application of funds following the general form 
of presentation set forth in Regulation S-X, except that 
Rules 3-08 and 3-16, and other requirements which call 
for detailed footnote disclosure and the presentation of 
schedules shall not apply other than as required by (g) 
below. ir additien,-the registrant-shall-provide-a rarrative- 
anabysis-of the restits of operations-fetowing-the -qutde-- 
hines-set forth +3 Guide-t-of--‘Guides-for Preparation and 
Fitag-of Reports and Registration Statements tinder-the 
Seeurities-Exechange-Aet-of-4934.~ A company in the 
promotional or development stage to which paragraph 

(b) of Rule 5A-01 of Article 5A of Regulation S-X is 
applicable shall furnish the information specified in 

Rules 5A-02, 5A-03, 5A-04 and 5A-06 of Regulation 

S-X in lieu of the above financial statement requirements. 


(b) (Existing paragraph deleted.) The financial statements 
and-narrative explanations shall be provided for period set 
forth below: 


(1), (2) and (3) (No change.) 
(c), (d), (e) and (f) (No change.) 


(g) (Existing paragraph deleted.) Furnish any material 
information necessary to make the information called for 
not mislaeading. Such information might include state- 
ments eating attention -te-such-items as the seasonality of 
a-company’s busHMess,-meajor-uneertainties-etrrenthy-faeing- 
the-eompany,- an explanation of significant changes in 
commitments and contingent liabilities from those 
reported in previous Forms 10-K or 10-Q and signifi- 
cant events occurring during or subsequent to the in- 
terim period being reported on;signifieant- accounting 
ehanges-under-eonsideration; or new arrangements with 
creditors. 


(h) and (i) (No change.) 


(j) (Proposed paragraph (j) becomes instruction |, para- 
graph (b); proposed paragraph (k) becomes (j).) 
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(k) (New paragraph.) The financial information included 
in accordance with this instruction need not be reviewed 
by an independent public accountant. However, if an affir- 
mative response is given to the statement on the facing 
sheet regarding whether the financial statements required 
by this instruction have been reviewed by an independent 
public accountant, such response will be regarded as a re- 
presentation that the following procedures, as a minimum, 
have been performed by an independent public accountant: 


(1) Obtain by inquiry an understanding of the ir.ternal 
accounting control concerning the flow of transactions 
through the accounting system and the manner of record- 
ing, classifying and sumarizing transactions for the pur- 
pose of preparing interim financial statements. Identify 
any differences between the methods of accumulating 
and classifying data for interim and annual purposes and 
consider the effects, if any, of such differences upon quar- 
terly information. 


(2) Make an analytical review of the interim financial data 
which underlies the financial statements presented pursu- 
ant to this instruction by performing the following pro- 
cedures: 


(i) Make a systematic comparison of the actual results 
with anticipated results for the current period, with the 
results for the immediately preceding interim period and 
with the results for the corresponding interim period in 
the previous fiscal year. Obtain explanations of any un- 
usual changes. 


(ii) Identify the relationships between different compo- 
nents of the interim financial data which, absent unusual 
transactions, could be expected to conform to a predictable 
pattern. Obtain explanations of material variations from 
this pattern. 


(iii) Compare adjusting entries at the end of the interim 
period with those at the prior year end for consistency 
in the types of matters for which adjustments are made. 


(3) Make inquiries of officials who have responsibility 
for financial and accounting matters concerning the follow- 
ing: 


(i) The accounting treatment afforded significant, new 
or unusual transactions or events that occurred within 
the period; 


(ii) The consistency of accounting principles applied in 
the period compared to prior periods and any changes in 
accounting principles or practices that occurred during 
the period under review; 


(iii) The current status of items that were previously 
accounted for on the basis of tentative, preliminary or 
inconclusive data; and 


(iv) Any events subsequent to the date of the interim 
financial statements which may have an effect on the 
data included in those statements. 


(4) Read the interim financial statements to determine 
whether the accounting reflected therein conforms with 
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the requirements of generally accepted accounting princi- 
ples, paying particular attention to any new pronounce- 
ments by authoritative bodies affecting financial report- 
ing practices. 


(5) Read the minutes of meetings of shareholders, boards 
of directors and other appropriate corporate committees 
for matters that could relate to the interim results or dis- 
closure of financial information. 


(6) Consider all of the information that comes to his atten- 
tion through the performance of any work relating to his 
examination of the registrant’s annual financial statements 
that could affect the interim data presented or the related 
disclosure. 


(7) Inquire into, and perform such procedures as are ap- 
propriate with respect to, matters that come to his atten- 
tion as a result of the foregoing procedures that lead him 
to believe that the data presented in the interim financial 
statements are not fairly presented in conformity with gen- 
erally accepted accounting principles. 


Where such a positive response is given on the facing sheet, 
there shall be included as an exhibit a letter from the in- 
dependent public accountant indicating that he has per- 
formed the procedures set forth in this form and stating 
whether or not he has adjustments or additional disclosures 
to propose with respect to the financial statements pre- 
sented. Where this letter indicates that the independent 
accountant does have adjustments or additional disclo- 
sures to propose, the registrant shall furnish an additional 
letter as an exhibit which explains the reasons why such 
adjustments and disclosures have not been made. 


|. (Existing instruction becomes instruction J.) Other Fi- 
nancial Information. 


(a) The registrant shall provide a narrative analysis of the 
results of operations for the periods presented following 
the guidelines set forth in Guide 1 of “Guides for Prepara- 
tion and Filing of Reports and Registration Statements 
under the Securities Exchange Act of 1934.” 


(b) (Formerly proposed as instruction H, paragraph (j).) 
The registrant may furnish any additional information re- 
lated to the periods being reported on which, in the opinion 
of management, is of significance to investors, such as the 
seasonality of the company’s business, major uncertainties 
currently facing the company, significant accounting 
changes under consideration and the dollar amount of 
backlog of firm orders and an-explanation of commitments- 
end-eontingent-tabitities. In addition, the registrant shall 
indicate whether any Form 8-K was filed reporting any 
material unusual charges or credits to income during the 
most recently completed fiscal quarter or whether any 
Form 8-K was filed during that period reporting a change 

in independent accountants. 


J.and K. (Formerly proposed as instruction | and J, respec- 
tively.) (No change.) 


L. Signature and Filing of Report. (Formerly proposed as 
instruction K.) 


Eight copies of the report shall be filed with the Commis- 


sion. At least one copy of the report shall be filed with each 
exchange on which any class of securities of the registrant is 
listed and registered. At least one copy of the report filed 
with the Commission and one copy filed with each such ex- 
change shali be manually signed on the registrant's behalf 
by a duly authorized officer of the registrant and by the 
principal financial officer of the registrant. Copies not 
manually signed shall bear typed or printed signatures. 


SIGNATURES 


Pursuant to the requirements of the Securities Exchange Act 
of 1934, the registrant has duly caused this report to be 
signed on its behalf by the undersigned thereunto duly 
authorized. 





(Registrant) 


Date 








(Signature) * 


Pursuant to the requirements of the Securities Exchange Act 
of 1934, this quarterly report has been signed below by the 
principal financial officer of the registrant on the date indi- 
cated. 





(Signature) (Title) (Date) 





*Print name and title of the signing officer under his signa- 
ture. 


il. Form S-7. 
A. Rule as to Use of Form S-7. 


Any registrant which meets the feHewing- conditions of 
paragraphs (a) and (c) and also the conditions of either 
paragraphs (b), (d), (e) and (f) or of paragraph (g) may 

use this form for registration under the Securities Act of 
1933 of any securities which are offered for cash by or on 
behalf of the registrant or any other person, in a rights offer- 
ing or otherwise: 


(a) through (f) (No change.) 


(g) The registrant has been subject to the reporting re- 
quirements of Section 13 of the Exchange Act for at least 
twelve months, has filed all reports required to be filed 
under that section during the twelve months preceding 
the filing of the registration statement and the financial 
statements included in Form 10-Q have been indicated 

as reviewed by an independent public accountant for 
each of the three preceding quarterly periods for which 
such forms were required to be filed. 


IV. Form S-16. 
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A. Rule as to Use of Form S-16. 


(a) Form S-16 may be used for registration under the Se- 
curities Act of 1933 of the following securities of any 
issuer which at the time of filing the registration statement 
meets the requirements of paragraphs (a) through (f) of 
paragraph A, Rule as to Use of Form S-7 of the General 
Instructions to Form S-7: 


(1) Outstanding securities to be offered for the account 
of any person other than the issuer, if securities of the 
same class are listed and registered on a national exchange 
or are quoted on the automated quotation system of a 
national securities association; 


(2) Securities to be offered upon the conversion of out- 
standing convertible securities of the issuer of the securi- 
ties to be offered, or of an affiliate of such issuer, provided 
no commission or other remuneration is paid for soliciting 
the conversion of the convertible securities; or 


(3) Securities to be offered upon the exercise of outstand- 
ing transferable warrants issued by the issuer of the securi- 
ties to be offered, provided no commission or other remun- 
eration is paid for soliciting the exercise of such warrants. 


(b) Form S-16 may be used for registration under the Se- 
curities Act of 1933 of the securities described in subpara- 
graphs (2) and (3) of subparagraph (a) above by any issuer 
which at the time of filing the-registration statements meets 
the requirements of subparagraphs (a), (c) and (g) of para- 
graph A. Ruleas to Use of Form S-7 of the General Instruc- 
tions to Form S-7. 


(c) (No change from existing (b).) 


PROPOSED AMENDMENTS INTEGRATED WITH 
AMENDMENTS PROPOSED IN RELASE 33-5549 


In order to facilitate an understanding of the amendments 
proposed in this release, the following material.integrates 
the amendments proposed herein with the amendments 
proposed in Release 33-5549 that would not be affected 
by the alternative proposals. Material which would be 
added to the presently existing rules and forms of the Com- 
mission is underlined or designated as new; material to be 
deleted is lined out. The Commission is not reproposing 
the material proposed in Release 33-5549, and its inclu- 
sion here should not be interpreted to mean that the Com- 
mission has reached any final conclusion with respect to 
its adoption. It is presented for purposes of analysis and 
understanding only. 


|. Regulation S-X 
Rule 2-02. Accountants’ Reports. 
(a) through (d) (No change.) 


(e) Association with unaudited note covering interim 
financial data. (New paragraph) 


If the financial statements covered by the accountant’s 
report designate as “unaudited” the note required by Rule 
3-16(v), the accountant shall carry out the following pro- 
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cedures with respect to the data therein: 


(1) Obtain by inquiry an understanding of the internal 
accounting control concerning the flow of transactions 
through the accounting system and the manner of record- 
ing, classifying and summarizing transactions for the pur- 
pose of preparing interim financial statements. Identify 
any differences between the methods of accumulating 
and classifying data for interim and annual purposes and 
consider the effects, if any, of such differences upon quar- 
terly information. 


(2) Make an analytical review of the interim financial data 
which underlies the financial data presented pursuant to 
Rule 3-16(v) by performing the following procedures: 


(i) Make a symstematic comparison of the actual results 
for each interim period with anticipated results for that 
period, with the results for the immediately preceding 
interim period and with the results for the corresponding 
interim period in the previous fiscal year. Obtain explana- 
tions of any unusual changes. 


(ii) Identify the relqtionships between different compo- 
nents of the interim financial data for each interim period 
which, absent unusual transactions, could be expected to 
conform to a predictable pattern. Obtain explanations of 
material variations from this pattern. 


(iii) Compare adjusting entries at the end of each interim 
period with those at the current and prior year ends for 
consistency in the types of matters for which adjustments 
are made. 


(3) Make inquiries of officials who have responsibility for 
financial and accounting matters concerning the follow- 
ing: 


(i) The accounting treatment afforded significant, new 
or unusual transactions or events that occurred within each 
interim period; 


(ii) The consistency of accounting principles applied in 
each interim period compared to prior periods and any 
changes in accounting principles or practices that occurred 
during each interim period under review; 


(iii) The current status of items that were previously 
accounted for on the basis of tentative, preliminary or 
inconclusive data; and 


(iv) Any events subsequent to the date of each interim 
period which may have an effect on the data included 
with respect to such periods. 


(4) Consider whether the interim data presented conform 
to the requirements of generally accepted accounting prin- 
ciples, paying particular attention to any new pronounce- 
ments by authoritative bodies affecting financial reporting 
practices. 


(5) Read the minutes of meetings of shareholders, boards 
of directors and other appropriate corporate committees 
for matters that could relate to the interim results or dis- 
closure of financial information. 
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tion through the performance of any work relating to his 
examination of the registrant’s annual financial statements 
that could affect the interim data presented or the related 
disclosure. 


(7) Inquire into, and perform such procedures as are ap- 
propriate with respect to, matters that come to his atten- 
tion as a result of the foregoing procedures that lead him 
to believe that the data presented in the interim financial 
statements are not fairly presented in conformity with 
generally accepted accounting principles. 


lf, as a result of following these procedures, the independ- 
ent accountant concludes that the data included in the 
unaudited footnote do not fairly present the information 
which they purport to show in conformity with generally 
accepted accounting principles, he should so state in a 
separate paragraph of his report. 


Rule 3-16. General Notes to Financial Statements. 
(See Release No. AS-4.) 


* *# # * * 


(v) Disclosure of selected quarterly financial data in notes 
to annual financial statements. (New rule.) 


(1) Disclosure shall be made in a note to financial state- 
ments of net sales, gross profit (net sales less costs and ex- 
penses associated directly with or allocated to products 
sold or services rendered), income before extraordinary 
items and cumulative effect of a change in accounting, 

per share data based upon such income, and net income 
for each full quarter within the two most recent fiscal 
years and any subsequent interim period for which income 
statements are presented. 


(2) When the data supplied in (1) above vary from the 

amounts previously reported on the Form 10-0 filed for 
any quarter, reconcile the amounts given with those pre- 
viously reported describing the reason for the difference. 


(3) Describe the effect of any disposals of segments of a 
business, and extraordinary, unusual or infrequently occur- 
ring items recognized in each full quarter within the two 
most recent fiscal years and any subsequent interim period 
for which income statements are presented, as well as the 
aggregate effect and the nature of year-end or other ad- 
justments which are material to the results of that quar- 

ter. 


(4) Where this note is part of financial statements which 


are presented as audited, it may be designated “‘unaudited.” 


* * * * * 


Article 11A. Statement of Source and Application of 
Funds. 


Rule 11A-01. Application of Article 11A. 
This article shall be applicable to statements of source and 


i | application of funds filed pursuant to requirements in regis- 
tration and reporting forms under the Securities Act of 





(6) Consider all of the information that comes to his atten- 


1933 and the Securities Exchange Act of 1934,;-exeept-+that- 
companies whieh -are required to file quarterly-reports-on- 
7-Q-shah-eomply.-+7 all-fitings,- with the requirements -as-to-- 
type;-ferm-and content of 2 funds-statement speeified-in- 
that-form:- 

Il. Rule 13a-13. Quarterly Reports on Form 10-Q. 

(a), (b)(1), (c) and (d) (No change.) 

(b)(2) (Deleted) 

(b)(3), (4) and (5) become (b)(2), (3) and (4), respectively. 


ll. Rule 13a-15. Quarterly Reports of Certain Real Estate 
Companies on Form 7-Q. 


This rule is proposed to be rescinded. 

IV. Rule 15d-13. Quarterly Reports on Form 10-Q. 

(a), (b)(1), (c) and (d) (No change.) 

(b)(2) (Deleted) 

(b)(3), (4) and (5) become (b)(2), (3) and (4), respectively. 


V. Rule 15d-15. Quarterly Reports of Certain Real Estate 
Companies on Form 7-Q. 


This rule is proposed to be rescinded. 


Vi. Form 10-Q. For Quarterly Reports Under Section 13 
or 15(d) of the Securities Exchange Act 
of 1934. 


The facing sheet of the form would be amended by adding 
the following at the end of the sheet: 


“Indicate by check mark whether the financial 
statements required by instruction H have been 
reviewed by an independent public account. 
YES NO (See instruc- 
tion H.)”’ (New.) 





A. through G. (No change.) 


H. Financial Statements. Presentation of-Finaneiatinforme- 
HOR 


(a) (Existing paragraph deleted) The registrant shall furnish 
an income statement, balance sheet and statement of source 
and application of funds following the general form of pre- 
sentation set forth in Regulation S-X, except that Rules 3-08 
and 3-16, and other requirements which call for detailed 
footnote disclosure and the presentation of schedules shall 
not apply other than as required by (g) below. A company 
in the promotional or development stage to which paragraph 
(b) of Rule 5A-01 of Article 5A of Regulation S-X is appli- 
cable shall furnish the information specified in Rules 5A-02, 
5A-03, 5A-04 and 5A-06 of Regulation S-X in lieu of the 
above financial statement requirements. 


(b) (Existing paragraph deleted) The financial statements 
shall be provided for periods set forth below: 
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(1) The income statement shall be presented for the most 
recent fiscal quarter, for the period between the end of the 
last fiscal year and the end of the most recent fiscal quarter, 
and for corresponding periods of the preceding fiscal year. 


(2) The balance sheet shall be presented as of the end of 
the most recent fiscal quarter and for the end of the cor- 
responding period of the preceding fiscal year. 


(3) The statement of source and applicaton of funds shall 
be presented for the period between the end of the last fiscal 
year and the end of the most recent fiscal quarter, and for 
the corresponding period of the preceding fiscal year. 


(c) (No change.) 


(d) If, during the current period specified in {a} (b) above, 
the registrant or any of its consolidated subsidiaries, entered 
into a business combination treated for accounting purposes 
as a pooling of interests, the resutts-ef-eperations-reported- 
herein- interim financial statements for both the current 
year and the preceding year shall reflect the combined re- 
sults of the pooled businesses. Supplemental disclosure of 
the separate results of the combined entities for periods 
prior to the combination shall be given, with appropriate 
explanations. 


(e) In case the registrant has disposed of any significant 
portion of its business or has acquired a significant amount 
of assets in a transaction treated for accounting purposes as 
a purchase, during any of the periods covered by the report, 
the effect thereof on revenues and net income—total and 
per share—for all periods shall be disclosed. /n addition, 
where a material business combination accounted for as a 
purchase has occurred during the current fiscal year, dis- 
closure shall be made of the results of operations for the 
current year up to the date of the end of the most recent 
fiscal quarter (and for the comparable period in the preced- 
ing year) on a pro forma basis as though the companies had 
combined at the beginning of the period being reported on. 
This pro forma information should as a minimum show re- 
venue, income before extraordinary items and the cumula- 
tive effect of accounting changes, such income on a per 
share basis and net income. 


(f) (Existing paragraph deleted) The financial statements 
to be included in this report shall be prepared in conformity 
with the standards of accounting measurement set forth in 
Accounting Principles Board Opinion No. 28 and any amend- 
ments thereto adopted by the Financial Accounting Stand- 
ards Board. In addition to meeting the reporting require- 
ments for accounting changes specified therein, the regis- 
trant shall state the date of any change and the reasons for 
making it. In addition, a letter from the registrant’s inde- 
pendent accountants shall be filed as an exhibit indicating 
whether or not the change is to an alternative principle 
which in his judgment is preferable under the circumstances; 
except that no letter from the accountant need be filed 
when the change is made in response to a standard adopted 
by the Financial Accounting Standards Board which re- 
quires such change. 


(g) (Existing paragraph deleted) Furnish any material infor- 


mation necessary to make the information called for not mis- 
leading. Such information might include an explanation of 
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significant changes in commitments and contingent liabilities 
from those reported in previous Forms 10-K or 10-Q and sig- 
nificant events occurring during or subsequent to the interim 
period being reported on or new arrangements with creditors. 


(h) (No change.) 
(i) (No change.) 


(j) If appropriate, the surAmary- income statement shall be 
prepared-te- show earnings per share and dividends per share 
applicable to common stock: Per-share-earnings and-divi- 
dends-deelared-for each period -of-the-ineome statement shat} 
be included and the basis of the earnings per share computa- 
tion shall be stated together with the number of shares used 
in the computation. The registrant shall file as an exhibit a 
statement setting forth in reasonable detail the computation 
of per share earnings, unless the computation is otherwise 
clearly set forth in the report. 


(k) (New paragraph) The financial information included in 
accordance with this instruction need not be reviewed by 
an independent public accountant. However, if an affirma- 
tive response is given to the statement on the facing sheet 
regarding whether the financial statements required by this 
instruction have been reviewed by an independent public 
accountant, such response will be regarded as a representa- 
tion that the following procedures, as a minimum, have been 
performed by an independent public accountant: 


(1) Obtain by inquiry an understanding of the internal 
accounting contro! concerning the flow of transactions 
through the accounting system and the manner of record- 
ing, classifying and summarizing transactions for the pur- 
pose of preparing interim financial statements. Identify 
any differences between the methods of accumulating 
and classifying data for interim and annual purposes and 
consider the effects, if any, of such differences upon quar- 
terly information. 


(2) Make an analytical review of the interim financial 
data which underlies the financial statements presented 
pursuant to this instruction by performing the following 
procedures: 


(i) Make a systematic comparison of the actual results 
with anticipated results for the current period, with the 
results for the immediately preceding interim period 

and with the results for the corresponding interim period 
in the previous fiscal year. Obtain explanations of any un- 
usual changes. 


(ii) Identify the relationships between different compo- 
nents of the interim financial data which, absent unusual 
transactions, could be expected to conform to a predictable 
pattern. Obtain explanations of material variations from 
this pattern. 


(iii) Compare adjusting entries at the end of the interim 
period with those at the prior year end for consistency 
in the types of matters for which adjustments are made. 


(3) Make inquiries of officials who have responsibility 
for financial and accounting matters concerning the 
foltowing: 


: 


























(i) The accounting treatment afforded significant, new or 
unusual transactions or events that occurred within the 
period; 


(ii) The consistency of accounting principles applied in the 
period compared to prior periods and any changes in ac- 
counting principles or practices that occurred during the 
period under review; 


(iii) The current status of items that were previously ac- 
counted for on the basis of tentative, preliminary or incon- 
clusive data; and 


(iv) Any events subsequent to the date of the interim fi- 
nancial statements which may have an effect on the data 
included in those statements. 


(4) Read the interim financial statements to determine 
whether the accounting reflected therein conforms with 
the requirements of generally accepted accounting prin- 
ciples, paying particular attention to any new pronounce- 
ments by authoritative bodies affecting financial report- 
ing practices. 


(5) Read the minutes of meetings of shareholders, boards 
of directors and other appropriate corporate committees 
for matters that could relate to the interim results or dis- 
closure of financial information. 


(6) Consider all of the information that comes to his 
attention through the performance of any work relating 
to his examination of the registrant’s annual financial 
statements that could affect the interim data presented 
or the related disclosure. 


(7) Inquire into, and perform such procedures as are ap- 
propriate with respect to, matters that come to his atten- 
tion as a result of the foregoing procedures that lead him 
to believe that the data presented in the interim financial 
statements are not fairly presented in conformity with 
generally accepted accounting principles. 


Where such a positive response is given on the facing sheet, 
there shall be included as an exhibit a letter from the in- 
dependent public accountant indicating that he has per- 
formed the procedures set forth in this form and stating 
whether or not he has adjustments or additional disclo- 
sures to propose with respect to the financial statements 
presented. Where this letter indicates that the independent 
accountant does have adjustments or additional disclo- 
sures to propose, the registrant shall furnish an additional 
letter as an exhibit which explains the reasons why such 
adjustments and disclosures have not been made. 


|. (Existing instruction becomes instruction J.) Other Fi- 
nancial Information. 


(a) The Registrant shall provide a narrative analysis of the 
results of operations for the periods presented following 
the guidelines set forth in Guide 1 of “Guides for Prepara- 
tion and Filing of Reports and Registration Statements 
under the Securities Exchange Act of 1934.” 


(b) The registrant may furnish any additional information 
related to the periods being reported on which, in the opin- 


ion of management, is of significance to investors, such 

as the seasonality of the company’s business, major uncer- 
tainties currently facing the company, significant account- 
ing changes under consideration and the dollar amount of 
backlog of firm orders. In addition, the registrant shall in- 
dicate whether any Form 8-K was filed reporting any ma- 
terial unusual charges or credits to income during the most 
recently completed fiscal quarter or whether any Form 
8-K was filed during that period reporting a change in in- 
dependent accountants. 


J. Filing of Other Statements in Certain Cases. (Formerly 
instruction |.) (No change.) 


K. Sales of Unregistered Securities (Debt or Equity). 
(Formerly Part C.) 


The information called for herein shall be given as to each 
“security” as defined in Section 2(1) of the Securities Act 
of 1933. If the information called for has been previously 
reported on another form, it may be incorporated by a 
specific reference to the previous filing. 


Give the following information as to all securities of the 
registrant sold by the registrant during the fiscal quarter, 
which were not registered under the Securities Act of 1933, 
in reliance upon an exemption from registration provided 
by Section 4(2) of that Act. Include sales of the registrant's 
reacquired securities as well as new issues, securities issued 
in exchange for property, services or other securities, and 
new securities resulting from the modification of outstand- 
ing securities: 


(1) Give the date of sale, and the title and amount of the 
registrant’s securities sold; 


(2) Give the market price on the date of sale, if applicable; 


(3) Give the names of the brokers, underwriters or finders, 
if any. As to any securities sold but which were not the sub- 
ject of a public offering, name the persons or identify the 
class of persons to whom the securities were sold; 


(4) As to securities sold for cash, state the aggregate offer- 
ing price and the aggregate underwriting discounts, broker- 
age commissions, or finder’s fees. As to any securities sold 
otherwise than for cash, state the nature of the transaction 
and the nature and aggregate amount of consideration re- 
ceived by the registrant; 


(5) Indicate the section of the Act or rule of the Commis- 
sion under which exemption from registration was claimed, 
and state briefly the facts relied upon to make the exemp- 
tion available; and 


(6) State whether the securities have been legended and 
stop-transfer instructions given in connection therewith, and 
if not, state the reasons why not. 


L. Signature and Filing of Report. (Formerly instruction 
J.) 


Eight copies of the report shall be filed with the Commis- 


sion. At least one copy of the report shall be filed with each 
exchange on which any class of securities of the registrant 
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is listed and registered. At least one copy of the report filed 
with the Commission and one copy filed with each such ex- 
change shall be manually signed on the registrant’s behalf 
by a duly authorized officer of the registrant and by the 
principal financial officer of the registrant. Copies not man- 
ually signed shall bear typed or printed signatures. 

A. Summarized Financial Information 

Existing Part A deleted. 

B. Capitalization and Stockholders’ Equity 

Existing Part B deleted. 

C. Sales of Unregistered Securities (Debt or Equity) 

Part C is proposed to be general instruction J. 
SIGNATURES 

Pursuant to the requirements of the Securities Exchange 
Act of 1934, the registrant has duly caused this report to 


be signed on its behalf by the undersigned thereunto duly 
authorized. 





(Registrant) 


Date 








(Signature) * 


Pursuant to the requirements of the Securities Exchange 

Act of 1934, this quarterly report has been signed below 
by the principal financial officer of the registrant on the 

date indicated. 





(Signature) (Title) (Date) 





*Print name and title of the signing officer under his 
signature. 


Vil. Form S-7. 
A. Rule as to Use of Form S-7. 


Any registrant which meets the feHewingconditions of par- 
agraphs (a) and (c) and also the conditions of either para- 
graphs (b), (d), (e) and (f) or of paragraph (g) may use this 
form for registration under the Securities Act of 1933 of 
any securities which are offered for cash by or on behalf 

of the registrant or any other person, in a rights offering 

or otherwise: 


(a) through (f) (No change.) 
(g) The registrant has been subject to the reporting require- 
ments of Section 13 of the Exchange Act for at least twelve 


months, has filed all reports required to be filed under 
that section during the twelve months preceding the filing 
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of the registration statement and the financial statements 
included in Form 10-Q have been indicated as reviewed by 
an independent public accountant for each of the three 
preceding quarterly periods for which such forms were re- 
quired to be filed. 


Vill. Form S-76. 
A. Rule as to Use of Form S-16. 


(a) Form S-16 may be used for registration under the Se- 
curities Act of 1933 of the following securities of any 
issuer which at the time of filing the registration statement 
meets the requirements of paragraphs (a) through (f) of 
paragraph A, Rule as to Use of Form S-7 of the General 
Instructions to Form S-7: 


(1) Outstanding securities to be offered for the account 
of any person other than the issuer, if securities of the 
same class are listed and registered on a national exchange 
or are quoted on the automated quotation system of a 
national securities association; 


(2) Securities to be offered upon the conversion of out- 
standing convertible securities of the issuer of the securi- 
ties to be offered, or of an affiliate of such issuer, provided 
no commission or other remuneration is paid for soliciting 
the conversion of the convertible securities; or 


(3) Securities to be offered upon the exercise of outstand- 
ing transferable warrants issued by the issuer of the securi- 
ties to be offered, provided no commission or other re- 
muneration is paid for soliciting the exercise of such war- 
rants. 


(b) Form S-16 may be used for registration under the Se- 
curities Act of 1933 of the securities described in subpara- 
graphs (2) and (3) of subparagraph (a) above by any issuer 
which at the time of filing the registration statement meets 
the requirements of subparagraphs (a), (c) and (g) of para- 


graph A, Rule as to Use of Form S-7 of the General Instruc- 


tions to Form S-7. 


(c) (No change from existing (b).) 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11349/April 11, 1975 


Admin. Proc. File No. 3-4641 
In the Matter of 


KAWECKI BERYLCO INDUSTRIES, INC. 
as Successor to Zirconium Technology Corporation 
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APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a no- 
tice giving interested persons until May 5, 1975 to request 
a hearing on an application of Kawecki Berylico Industries, 


Inc. (the Applicant”) as successor to Zirconium Technology 


Corporation (“Zirtech”’) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an order exempting 
the Applicant from Section 13 of the 1934 Act to the ex- 
tent Section 13 requires that Zirtech file an Annual Report 
on Form 10-K for the year ended December 31, 1974. 


Zirtech merged into the Applicant on December 31, 1974 
pursuant to a merger plan approved by the shareholders of 
Zirtech, who received detailed information concerning 
Zirtech in proxy materials submitted to them in connec- 
tion with the Plan. Zirtech no longer exists as a separate 
corporation and there is no trading in Zirtech stock. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11350/April 11, 1975 


The Securities and Exchange Commission announced a sus- 
pension of trading pursuant to Sections 15(c)(5) and 19(a) 
(4) of the Securities Exchange Act of 1934 in all the secur- 
ities of Standard Prudential Corporation for a three-day 
period April 12, 1975 through midnight (EDT) April 14, 
1975. 


The Commission initiated the suspension of trading in the 
securities of Standard Prudential Corporation on April 2, 
1975 because of questions concerning Standard Prudential 
Corporation’s announced assignment of its option to ac- 
quire 53% of the stock of Talcott National Corp. This 
initial suspension by the Commission expires on April 11, 
1975. The new suspension has been initiated pending dis- 
semination of news concerning a civil injunctive action 
filed today naming Standard Prudential Corporation and 
the Chairman and Chief Executive Officer, Theodore H. 
Silbert. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain as 
to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in ques- 
tion until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been met. 


If any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11351/April 14, 1975 


Admin. Proc. File No. 3-4491 
In the Matter of 


JAMES J. MARSHALL 
18760 Minnetonka Boulevard 
Wayzata, Minnesota 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


This is a broker-dealer proceeding under the Securities Ex- 
change Act. James J. Marshall, formerly executive vice-presi- 
dent and a director of a registered broker-dealer (“‘regis- 
trant”’), has made an offer of settlement, solely for the 
purpose of this and any other proceeding under specified 
provisions of the Exchange, Investment Advisers, Invest- 
ment Company and Securities Investor Protection Acts. 

The Commission has determined to accept the offer. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that: 1/ 


1. During the period from about September 1 to December 
7, 1971, respondent willfully aided and abetted violations 
of Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder in that registrant effected securities transactions 
when its aggregate indebtedness exceeded 2,000% of its 

net capital and it did not have or maintain net capital of 

at least $5,000. 


2. Respondent willfully aided and abetted violations of 
Section 17(a) of the Exchange Act and Rule 17a-5 there- 
under in that from about October 15 to December 7, 1971, 
registant failed to file with the Commission a timely report 
of its financial condition. 


3. Respondent willfully aided and abetted violations of 
Section 17(a) of the Exchange Act and Rule 17a-11 there- 
under in that, during the period from about September 

1 to December 7, 1971, registrant failed to give the Com- 
mission immediate telegraphic notice of its net capital and 
bookkeeping deficiencies and to file required reports of 
steps it was taking to correct its bookkeeping deficiencies. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accoridngly, 1T 1S ORDERED that effective as of the open- 
ing of business on April 21, 1975, James J. Marshall be, 

and he hereby is, suspended from association with any 
broker or dealer, investment adviser, or investment com- 
pany for a period of ninety days, and barred thereafter 
from any association with a broker or dealer, investment 
company or investment adviser except as a supervised 
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employee in a non-supervisory capacity. 
For the Commission by the Office of Opinions and Re- 


view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in this proceeding. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11352/April 14, 1975 


AMENDMENTS TO PBW’S OPTION TRADING PLAN 


The Commission announced today that the PBW Stock 
Exchange, Inc. (“PBW’’) has filed with the Commission 
an amended option plan pursuant to Rule 9b-1 under 
the Securities Exchange Act of 1934. PBW’s proposed 
option plan was originally noticed for public comment 
in Securities Exchange Act Release Number 10950 
(August 7, 1974) and in the Federal Register on August 
14, 1974 at 38 FR 29242. 


Certain of the changes in the proposed plan are substan- 
tive in nature and relate primarily to the following areas: 
Margin requirements, clearing and trading procedures, 
commission rates, availability of option quotations, dis- 
tribution of last sale information and away-from-the- 
money options. Also included are new rules and pro- 
cedures dealing with potential regulatory problems 
arising from the trading on the same exchange of op- 
tions and their related underlying securities. 


All interested persons are invited to submit their views 
and comments on the amended option plan on or be- 
fore April 25, 1975. Written statements of views and 
comments should be addressed to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C., 20549. Com- 
ments should refer to File No. S7-531. The proposed 
plan, including all such comments will be available 

for public inspection in the Public Reference Room, 
Securities and Exchange Commission, 1100 L Street, 
N. W., Washington, D. C. 20006. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11353/April 17, 1975 
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See Securities Act Release No. 5579/April 17, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11354/April 17, 1975 


COMMISSION ORDERS PUBLIC PROCEEDINGS IN THE 
MATTER OF QUARTERLY FINANCIAL STATEMENT 
DATA AND REVIEW THEREOF BY INDEPENDENT 
PUBLIC ACCOUNTS 


(S7-542) 


The Commission today authorized a public rule making 
proceeding to determine facts, conditions, practices and 
matters relating to the inclusion of selected quarterly data 
in footnotes to annual financial statements filed with the 
Commission or distributed to security holders by regis- 
trants; the auditing or review procedures which might be 
applied to such data by independent public accountants 
and the cost thereof; the establishment of review pro- 
cedures to be applied by independent public accountants 
to financial statement data filed by registrants in quarter- 
ly reports and the nature and cost of such procedures; 
and other possible changes in reporting and registration 
forms with respect to such data or procedures. The pro- 
ceeding will be conducted for the Commission by the 
Office of the Chief Accountant. 


In this connection, the Commission has proposed amend- 
ments to registration and reporting forms in Securities 
Act Release 5549, December 19, 1974 (File S7-542) 
which deal with several aspects of the matters to be con- 
sidered in these proceedings. Also, the Commission to- 
day proposed certain additional and alternative amend- 
ments to the forms in Release 33-5579 (File S7-542). 

It is expected that the proposals contained in those re- 
leases will provide a focus for the matters to be consider- 
ed in the proceedings, but the proceedings are not limited 
only to those specific proposals. 


The primary purpose of these hearings is to develop in- 
formation for rule making purposes and consideration of 
disclosure and regulatory policies and not for enforce- 
ment purposes. 


The hearings will begin at 10 a.m., EDT, on June 2, 1975 
and continue thereafter at such times and places as the 
hearing officer may determine through June 18, 1975, 
and will consider specifically: 


(1) whether data pertaining to quarterly periods should 
be required to be included in notes to annual financial 
statements filed with the Commission or distributed to 
security holders by registrants and, if so, what data; 


(2) whether such data should be required to be audited, 
or reviewed but not audited, or not be required to be 
reviewed or audited by independent public accountants; 


(3) the nature and extent of auditing or review procedures 
which might be required and the cost thereof; 


























(4) whether procedures should be established for the re- 
view by independent public accountants of financial 
statement data filed by registrants in quarterly reports; 


(5) whether such reviews and reports thereon should be 
required in filings of some or all registrants or merely 
permitted; 


(6) the costs of such procedures; 


(7) the desirability and cost of other possible changes 
in reporting and registration forms with respect to such 
data and procedures; and 


(8) the effect of the civil and criminal liability provi- 
sions of the Securities Act of 1933 and the Securities 
Exchange Act of 1934 on quarterly data filed in annual 
statements and on independent public accountants who 
perform review procedures. 


For the purpose of this proceeding, the Commission has 
appointed John C. Burton, A. Clarence Sampson, 
Richard H. Rowe, Ralph C. Hocker, Mary E. T. Beach 
and Jean W. Gleason hearing officers. George D. Sergio, 
Victor H. Sparrow, John M. Schweitzer and Paul F. 
Pautler will act as representatives of the Office of the 
Chief Accountant and the Division of Corporation 
Finance. 


Interested persons who wish to submit written state- 
ments of their views relating to these matters or who 
wish additional information should contact Mr. Sergio, 
Office of the Chief Accountant, 500 North Capitol 
Street, Washington, D. C. 20549. Written statements 
should be submitted prior to June 2, 1975, and should 
refer to File No. S7-542. 


Those persons wishing to appear and give an oral pre- 
sentation in addition to their written submission will 
be permitted to do so at the sole discretion of the hear- 
ing officer and will be limited to 15 minutes. Twenty- 
five copies of the written text of their oral statement 
should be received by the hearing officer no later than 
two business days prior to their scheduled appearance 
and such persons should be prepared to respond to in- 
quiries from the Commission’s staff. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11355/April 17, 1975 


In the Matter of 

FIRST FACTORS 

1060 Crenshaw Boulevard 

Los Angeles, California 90019 

File No. 3-4633 

ORDER PURSUANT TO SECTION 15(a)(2) GRANTING 


EXEMPTION FROM THE REGISTRATION REQUIRE- 
MENTS OF SECTION 15(a) (1) OF THE ACT 


First Factors has filed an application pursuant to Section 
15(a)(2) of the Securities Exchange Act of 1934 (the 
“Act’’) for an order exempting it from the registration 
requirements of Section 15(a)(1) of the Act. 


Section 15(a)(2) authorizes the Commission to exempt 
any broker or dealer or class of brokers or dealers, either 
unconditionally or upon specified terms and conditions 
or for specific periods, from the registration requirements 
of Section 15(a)(1) of the Act, if the Commission deems 
it necessary or appropriate in the public interest or for the 
protection of investors. 


First Factors is a California co-partnership which makes 
direct loans to eligible small business concerns under the 
loan guarantee program of the United States Small Busi- 
ness Administration (“SBA*’). A loan made to an eligible 
small business with SBA approval qualifies for an SBA 
loan guarantee as to principal and interest to the extent 
of 90% of the unpaid balance of the loan or $350,000, 
whichever is less. First Factors is an approved lender 
under the program. In return for any loan it makes, First 
Factors will receive a promissory note from the borrower 
for the full amount of the loan. First Factors will then 
sell, with the consent of the SBA, the guaranteed portion 
of each loan to institutional investors. All such sales will 
be made through brokers or dealers registered with the 
Commission. First Factors will retain the non-guaranteed 
portion of each loan and will customarily service the loan 
for purchasers of the guaranteed portion. 


On March 7, 1975, a notice of the application was pub- 
lished (Securites Exchange Act Release No. 11282, 40 
Fed. Reg. 11954 (Mar. 14, 1975)). The notice gave in- 
terested persons an opportunity to request a hearing 
and stated that an order disposing of the application 
might be issued upon request or upon the Commission’s 
own motion unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter has been considered by the Commission, and 
it is found that the granting of the requested exemption 
is appropriate in the public interest and consistent with 
the protection of investors. 


IT iS ORDERED, pursuant to Section 15(a)(2) of the 
Act, that the application by First Factors for exemption 
from the registration requirements of Section 15(a)(1) 

of the Act, be, and hereby is, granted effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11356/April 17, 1975 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 31/April 17, 1975 
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Admin. Proc. File No. 3-4619 


In the Matter of 


WEIS SECURITIES, INC. 
New York, New York 
(8-12472) 


JOEL KUBIE 
ALAN SOLOMON 
ROBERT LYNN 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange and Securities Investor Protection Acts, Weis 
Securities, Inc. (‘registrant’), a registered broker-dealer 
now being liquidated under the latter Act, Joel Kubie 
and Alan Solomon, who were executive vice-presidents 
of registrant, and Robert Lynn, a former vice-president, 
failed to answer the order that instituted these proceed- 
ings with respect to them and are therefore in default. 1/ 


On the basis of that order it is therefore found that: 2/ 


1. During the period from about July 1972 to May 1973, 
registrant willfully violated Section 17(a) of the Securities 
Act and Sections 10(b) and 17(a) of the Exchange Act and 
Rules 10b-5 and 17a-3 thereunder in that it effected sham 
securities transactions in order to conceal its true finan- 
cial condition and net capital position, and, in connection 
therewith, made false entries in its books and records. 


2. During the same period, registrant willfully violated 
Section 17(a) of the Exchange Act and Rules 17a-5(n) and 
17a-11 thereunder in that it failed to furnish to its cus- 
tomers and file quarterly financial reports as required, 

and failed to give telegraphic notice of its recordkeeping 
deficiencies and to file a report as to the steps being 

taken to correct those deficiencies. 


3. In 1974, Kubie, Solomon and Lynn were convicted 
in the United States District Court for the Southern Dis- 
trict of New York of crimes arising from their activities 
at registrant. 3/ 


4. In June 1973, respondents, with their consent, were 
permanently enjoined from violating antifraud, net cap- 
ital, recordkeeping and reporting provisions of the secur- 
ities acts. 


5. Kubie, Solomon and Lynn were officers of registrant 
when a trustee was appointed for it under the Securities 
Investor Protection Act. 


In view of the foregoing, it is in the public interest to 
revoke registrant’s broker-dealer registration, and to bar 
Kubie, Solomon and Lynn from association with any 
broker or dealer. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Weis Securities, Inc. be, and it here- 
by is, revoked; and that Joel Kubie, Alan Solomon and 
Robert Lynn be, and they hereby are, barred from be- 
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ing associated with any broker or dealer. 
For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 
1/ Rule 7(e) of the Commission’s Rules of Practice provides 
that the allegations in that order may be deemed true as to 


a defaulting respondent. 


2/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 


3/ United States v. Levine, et al., 73 Cr. 693. 





SECURITES EXCHANGE ACT OF 1934 
Release No. 11357/April 18, 1975 


Admin. Proc. File No. 3-4630 

In the Matter of 

VENTURA INTERNATIONAL INC. 
File No. 81-176 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued an 
order granting the application of Ventura International Inc. 
(‘Applicant’), a Nevada corporation, pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as amended 
(‘the Act”) for an exemption from the provisions of Sec- 
tions 13 and 15(d) of the Act. 


It appeared to the Commission that the requested exemp- 
tion is not inconsistent with the public interest or protec- 
tion of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11358/April 18, 1975 


Admin. Proc. File No. 3-3644 
In the Matter of 

SUMMIT EQUITIES CORP. 
42 Broadway 

New York, New York 
(8-16988) 


ROBERT NAGLER 





‘ 
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FINDINGS AND ORDER DENYING BROKER-DEALER 
REGISTRATION AND IMPOSING REMEDIAL SANC- 
TION 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Summit Equities Corp., an applicant for brok- 
er-dealer registration, 1/ and Robert Nagler, its president, 
failed to appear at a hearing of which they were duly noti- 
fied and are therefore in default. 2/ 


On the basis of the order for proceedings, it is therefore 
found that: 


1. On June 14, 1973, Nagler was permanently enjoined 
from further violations of antifraud, anti-manipulative, 
net capital, and recordkeeping provisions of the securities 
acts. 3/ 


2. On February 2, 1972, Fred Miller, registrant’s vice- 
presidnet, was permanently enjoined, with his consent, 
from further violations of the antifraud, net capital, re- 
cordkeeping and financial reporting provisions of the 
Exchange Act. 


In view of the foregoing, it is in the public interest to 
deny Summit’s application for broker-dealer registration 
and to bar Nagler from association with any broker or 
dealer. 


Accordingly, 1T 1S ORDERED that the application of 
Summit Equities Corp. for registration as a broker and 
dealer be, and it hereby is, denied; and that Robert 
Nagler be, and he hereby is, barred from being associated 
with any broker or dealer. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Summit's broker-dealer registration was permitted to 
become effective on an interim basis pending determina- 
tion of the issue raised in these proceedings of whether its 
application for registration should be denied. Subsequent- 
ly, its interim registration was suspended pending deter- 
mination of the denial issue. Summit Equities Corp., Se- 
curities Exchange Act Release No. 10366 (August 28, 
1973), 2 SEC Docket 347. 


2/ Rule 6(e) of the Commission’s Rules of Practice pro- 
vides that, in the event of such a default, the allegations 
in the order for proceedings may be deemed true as to a 
defaulting respondent. 


3/ See SEC v. Resch-Cassin & Co., Inc., 362 F. Supp. 964 
(S.D.N.Y.). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11359/April 18, 1975 


Admin. Proc. File No. 3-4523 
In the Matter of 


BEN CAMPO, JR. 
doing business as 


CAMPO & CO. 
6900 East Camelback Road 
Scottsdale, Arizona 


(8-16334) 


AMENDING ORDER WITH RESPECT TO REMEDIAL 
SANCTIONS HERETOFORE IMPOSED 


The Commission has heretofore revoked respondent's brok- 
er-dealer registration. Ben Campo. Jr., Securities Exchange 
Act Release No. 10947 (August 6, 1974). 1/ The Commis- 
sion has now been advised by its Division of Market Regu- 
lation that: 


(A) When the revocation order was entered, respondent's 
public customers had claims against him. 


(B) Respondent's assets were—and still are—insufficient 
to satisfy those claims in full. 


(C) Accordingly, respondent's public creditor-customers 
need the benefits provided by the Securities Investor 
Protection Act. 


(D) These benefits, however, may not be available in the 
absence of this amending order. Respondent's registration 
was revoked some two months before the Commission 
adopted its present Rules 15b5-1 and 15b6-1 under which 
orders terminating broker-dealer registrations do not go 
into effect for purposes of the Securities Investor Protec- 
tion Act until six months after they have become effec- 
tive for all other purposes. 2/ 


In view of the foregoing, it is in the public interest to 
effect the following modification in the Commission’s 
prior order with respect to Campo. 


Accordingly, 1T IS ORDERED tha the Commission’s 
order herein of August 6, 1974, revoking the broker-dealer 
registration of Ben Campo, Jr., doing business as Campo & 
Co., be, and the same hereby is, modified so as to provide 
that notwithstanding anything therein contained, Campo 
shall continue to be deemed a registered broker and dealer 
for purposes of the Securities Investor Protection Act of 
1970; and it is further 


ORDERED that said modification be, and it hereby is, 
deemed to relate back to the date of the original order 
and hence to have become effective on said date; and it 
is further 


ORDERED, that for purposes other than those of the Se- 
curities Investor Protection Act, the Commission’s prior 
order of August 6, 1974, remain in full force and effect 
unmodified. 


For the Commission by the Office of Opinions and Review, 
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pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 

1/ The revocation order was entered on Campo’s consent. 


2/ See Securities Exchange Act Release No. 11042 (Octo- 
ber 8, 1974), 5 SEC Docket 247. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11360/April 18, 1975 


COMMISSION ORDERS HEARING ON SECTION 12(h) 
APPLICATION 


Wisco Hardware Company (“the Applicant’’) has made 
application for exemption under Section 12(h) of the 
Securities Exchange Act of 1934 (“the Act’’) from the 
provisions of Section 12(g) of the Act. Exemption from 
Section 12(g) will have the effect of exempting the Appli- 
cant from Sections 13 and 14 of the Act and any officer, 
director or ten percent beneficial owner from Section 

16 thereof. 


According to information filed with the Commission, 
the Applicant is a corporation organized under the laws 
of the State of Wisconsin for the purpose of operating a 
dealer-owned wholesale house which buys, warehouses, 
merchandises, finances and distributes lines of general 
hardware, building materials and related merchandise to 
member and non-member retail dealers. The Applicant 
also furnishes merchandising catalogs, operates trade 
shows and conducts sales promotion programs. The Ap- 
plicant’s most recent audited financial statements indi- 
cate that, as of November 30, 1973, the Applicant had 
total assets exceeding $2 million and 701 common stock- 
holders. 


The Applicant contends that the requested exemption 
should be granted because: a close relationship exists 
between the Applicant and its stockholders; limitations 
have been placed on the ownership and transfer of the 
Applicant's stock; no public market exists for the Ap- 
plicant’s stock, and there is an absence of any trading 
interest in such securities; the Applicant's activities are 
predominantly intra-state; the Applicant has furnished 
annual reports containing audited financial statements 
to stockholders in attendance at annual stockholders 
meetings; and it would be extremely expensive, burden- 
some and expensive to compile the reports required by 
the Act. 


The Commission has ordered that a hearing to determine 
whether the application should be granted or denied be 
held on May 28, 1975, at 10:00 a.m. at the offices of the 
Securities and Exchange Commission, Room 776, 500 
North Capitol Street, Washington, D. C. Any person de- 
siring to be heard is directed to file with the Secretary 

of the Commission his request as provided by Rule 9(c) 
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of the Commission’s Rules of Practice, setting forth any 
issues of fact or law which he desires to controvert and/or 
setting forth any additional issues which he feels should 
be considered. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18928/April 11, 1975 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-5650) 


NOTICE OF PROPOSED ACQUISITION OF COAL CARS 
AND SUBLEASE OF CERTAIN OF SAID CARS TO 
RAILWAY COMPANY 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (“Appalachian”), an electric utility subsidiary 
company of American Electric Power Company, a regis- 
tered holding company, has filed with this Commission an 
application-declaration pursuant to the applicable pro- 
visions of the Public Utility Holding Company Act of 
1935 (“‘Act’’) regarding the acquisition by lease of coal 
cars and related transactions. Appalachian requests 
approval of these transactions, unless advised by the Com- 
mission that approval thereof under the Act is not re- 
quired. All interested persons are referred to the applica- 
tion-declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


Appalachian states it has entered into an agreement with 
Bethlehem Steel Corporation for the manufacture of 750 
triple hopper coal cars and the delivery of the cars to 
Appalachian for an aggregate purchase price of $18,750,- 
000. By an assignment dated as of October 15, 1974, Ap- 
palachian assigned its right to purchase the cars to C.1.T. 
Financial Services, Inc. (“‘lessor’’). Appalachian and lessor 
concurrently entered into a Lease of Railroad Equipment 
(‘‘lease’’) in respect of the cars, the lease being made sub- 
ject to the receipt of any required approval from this Com- 
mission under the Act. 


Terms of the lease require Appalachian to pay rent on 
the cars in the following manner: Appalachian has paid, 
or will pay, to lessor, an initial installment of rent on Jan- 
uary 2, 1975, in an amount equal to .035% of the pur- 


























chase price of each car and thereafter Appalachian will 
pay in 60 consecutive quarterly installments an amount 
equal to 3.194% of the purchase price of the cars com- 
mencing April 2, 1975 (or approximately $598.875 per 
quarter). It is stated that the lease is a net lease pursuant 
to which Appalachian will pay the rents required there- 
under unless such obligation to pay is excused or ter- 
minated under terms of the lease. The lease also contains 
a provision granting Appalachian the option to purchase 
the cars from the lessor at a fair market sales value, said 
value to be determined on the basis of an arm’s - length 
transaction. This option to purchase may be exercised 

at the end of the lease or any extended term thereof. 
Appalachian and the lessor have further agreed that in 
the event this Commission has not approved Appalachian’s 
participation in the proposed lease by May 15, 1975, 
Appalachian will purchase the cars from the lessor at a 
price for each car equal to the sum of (i) the purchase 
price of the car, plus (ii) .0355% of said purchase price 
for each day which has elapsed between the acceptance 
of such car to and including May 15, 1975, plus (iii) cer- 
tain expenses and (iv) less an amount equal to the sum of 
the initial rental payment made by Appalachian under 
the lease and the quarterly rental payment for the cars 
paid on April 2, 1975. 


It is further stated that Appalachian is presently utiliz- 
ing 256 of the 750 cars for the delivery of coal to its 
plants from various suppliers. Until the cars are fully 
utilitzed, Appalachian has sub-let the remaining 494 
cars to the Chesapeake and Ohio Railway Company 
(“C&O”) under an agreement dated as of December 
19, 1974 (“sub-lease’’). Under terms of the sublease, 
Appalachian may terminate the sublease of any and 
all cars upon 10 days’ written notice to C&O. It is 
stated that the rental payments to Appalachian from 
C&O are $270 per car per month and that this is sub- 
stantially equal to Appalachian’s cost under the lease. 


The proposed sale and leaseback of the cars by Ap- 
palachian has been authorized by the Virginia State 
Corporation Commission. It is stated that no other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transactions. Fees and expenses to be incurred 
in connection with the proposed transactions are 
estimated not to exceed $20,000, including legal fees 
of $17,000. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 6, 1975, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration which he desires to controvert, or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail 
if the person being served is located more than 500 
miles from the point of mailing) upon the applicant- 
declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 


time after said date, the application-declaration, as it may be 
amended, may be granted and permitted to become effective 
as provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18929/April 11, 1975 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 

COLUMBIA GAS OF VIRGINIA, INC. 

COLUMBIA GAS OF OHIO, INC. 

THE INLAND GAS CO., INC. 

COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 

COLUMBIA GAS OF MARYLAND, INC. 
COLUMBIA HYDROCARBON CORPORATION 
COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 


(70-5656) 
NOTICE OF PROPOSED INTRASYSTEM FINANCING 


NOTICE IS HEREBY GIVEN that The Columbia Gas Sys- 
tem, Inc. (“Columbia”), a registered holding company, 
and its above-named wholly-owned subsidiary companies 
(hereinafter referred to as “Columbia of W. Va.”’, “Colum- 
bia of Ky.”, “Columbia of Va.”, “Columbia of Ohio”, 
“Inland”, “Columbia of Pa.”, “Columbia of N.Y.”, 
“Columbia of Md.”, “Hydrocarbon”, “Columbia Trans- 
mission”, “Columbia LNG”, “Development U.S.”, 
“Development Canada” and “Coal Gasification’’) have 
filed an application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act’’), designating Sections 6(b), 9(a), 10, 12(b), 
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and 12(f) of the Act and Rules 43 and 45 promulgated 
thereunder as applicable to the proposed transactions. 
All interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


The subsidiary companies propose to issue and sell, and 
Columbia proposes to acquire, prior to April 1, 1976, 
(a) unsecured installment notes not in excess of the 
respective amounts set forth below and (b) common 
stock, at the par value, in the respective amounts set 
forth below. Columbia also proposes to advance on 
open account to certain of the subsidiary companies, 
from time to time during 1975, up to the respective 
amounts set forth below: 











Common 
Advances Stock Installment 
Columbia of W. Va. $ 7,900,000 $ 2,500,000 $ 3,500,000 
Columbia of Ky. 5,800,000 1,300,000 
Columbia of Va. 1,100,000 600,000 
Columbia of Pa. 11,200,000 9,200,000 
Columbia of N.Y. 1,500,000 800,000 
Columbia of Md. 800,000 1,100,000 
Columbia of Ohio 41,100,000 16,500,000 
Columbia Trans- 
mission 81,600,000 35,000,000 
Inland 1,250,000 
Hydrocarbon 5,000,000 
Coal Gasification 2,000,000 2,000,000 
Columbia LNG 32,400,000 15,600,000 
Development U.S. 100,000,000 
Deveiopment 
Canada 11,500,000 
Total $156,000,000 $48,400,000 $186,850,000 








The subsidiary companies will use the proceeds from the 
issue and sale of their notes and common stock along 

with internally generated funds to finance their respective 
construction programs and other corporate needs. Con- 
struction programs, in the aggregate, are estimated for 
1975 to require net capital expenditures of $317,975,000. 
The proceeds of the open account advances will be used 
by the subsidiary companies to finance the purchase of 
underground storage gas inventories and miscellaneous 
other inventories and for short-term seasonal purposes. 


The installment notes will be acquired no later than 
March 31, 1976, will be dated when issued and may be 
prepaid at any time, in whoie or in part, without pre- 
mium. The installment notes will, except in the cases of 


Columbia LNG and Coal Gasification, be payable in twenty- 


five (25) equal annual installments on March 31 of each 
of the years 1977-2001, inclusive. The installment notes 
issued by Columbia LNG for financing the Cove Point, 
Maryland storage and regasification facility, in the amount 


of $15,600,000 will be due in twenty (20) equal annual in- 
stallments on October 1 of each of the years 1977 to 1996, 
inclusive. The installment notes issued by Coal Gasification 


in the amount of $2,000,000 will be due in twenty (20) 
equal annual installments on March 31 of each of the 
years 1980 to 1999, inclusive. Interest on all of the notes 
wi!! accrue from the date of issue and is to be paid semi- 
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annually on the unpaid principal balance. The interest 
rate will be the actual cost of money to Columbia with 
respect to its last sale of debentures and/or preferred 
stock prior to the issuance of said notes, decreased by 
an amount necessary in order that the interest rate be a 
multiple of 1/10th of 1%. The installment notes to be 
issued initially will, therefore, bear an interest rate of 
9.8% and installment notes to be issued subsequent to 
Columbia’s future financings will carry an interest rate 
related to the last such sale of securities prior to the 
issuance of said notes. 


The proposed open account advances will be made by 
Columbia from time to time during 1975 and will be 
paid by the subsidiary companies in three equal install- 
ments on February 27, March 31, and April 30, 1976. 
The open account advances will initially bear interest 
at the prime commercial bank rate in effect from time 
to time at Morgan Guaranty Trust Company of New 
York. The interest charges wil! be adjusted, after the 
storage financing period, to the effective interest cost 
Columbia achieves on its short-term borrowing for this 
purpose. 


In addition to this application, Columbia currently has 
on file with the Commission applications to issue and 

sell short-term notes to banks and to dealers in com- 
mercial paper in the aggregate amount of $216,000,000 
(File No. 70-5663), and to issue and sell $50,000,000 of 
preferred stock in May, 1975 (File No. 70-5661). Colum- 
bia may also find it necessary to undertake another finan- 
cing later in 1975; any such financing will be the subject 
of a future application to this Commission. 


The expenses to be paid by Columbia and by the sub- 
sidiary companies in connection with the proposed trans- 
actions are estimated at $5,600. It is requested that 
authority be granted to file certificates under Rule 24 
with respect to the proposed transactions on a quarterly 
basis. 


The application-declaration states that the following 
State commissions have jurisdiction over certain of the 
proposed transactions: the Pennsylvania Public Utility 
Commission, the Public Service Commission of West 
Virginia, the Public Utilities Commission of Ohio, the 
State Corporation Commission of Virginia, the State of 
New York Public Service Commission and the Public 
Service Commission of Kentucky. It is also stated that 
the orders of said commissions will be filed with this 
Commission by amendment. No other State commission 
and no Federal commission, other than this Commission, 
is stated to have jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than May 8, 1975, request in writing 
that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, 

and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Sec- 
retary, Securities and EXchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person be- 


























ing served is located more than 500 miles from the point 
of mailing) upon the applicants-declarants at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the applica- 
tion-declaration, as filed or as it may be amended, may 

be granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant exemp- 
tion from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18930/April 11, 1975 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-5629) 


SUPPLEMENTAL ORDER CORRECTING MISSTATE- 
MENT OF AUTHORIZED SHORT-TERM BORROWING 
CAPACITY 


By order dated April 9, 1975 (HCAR No. 18925), the 
Commission gave interim authorization to Georgia 
Power Company (‘Georgia’), an electric utility subsidi- 
ary of The Southern Company, a registered holding 
company, to incur short-term indebtedness in an amount 
not in excess of $300 million through June 30, 1975. It 
was stated in such order that the Georgia Public Service 
Commission, which has asserted jurisdiction over Geor- 
gia’s short-term borrowing level, had authorized Georgia 
to borrow up to $315 million in June, 1975. In fact, 

the authorization for this period was limited to $313 
million. The Commission’s order is hereby corrected to 
reflect this lower amount. 


For the Commission, by the Division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18931/April 14, 1975 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-5662) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (“Appalachian”), an electric utility subsidiary 
company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed an 
application-declaration with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(b) and 12(c) of the Act 
and Rule 50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred 
to the application-declaration, which is summarized be- 
low, for a complete statement of the proposed transac- 
tion. 


Appalachian proposes to issue and sell $50,000,000 prin- 
cipal amount of its First Mortgage Bonds (“Bonds”), 

% Series. The terms of the Bonds preclude Ap- 
palachian from redeeming any such Bonds prior to May 
1, 1980, if such redemption is for the purpose of refund- 
ing such Bonds with proceeds of funds borrowed at a 
lower effective interest cost. It is stated that there will 
be an optional redemption price for the Bonds, the 
amount of which will be determined by negotiation. The 
Bonds will mature not less than five years and not more 
than ten years from the date of issuance thereof. The 
Bonds will be issued under and secured by the Mortgage 
and Deed of Trust, dated as of December 1, 1940, to Bank- 
ers Trust Company (‘“Trustee”’), and a new Supplemental 
Indenture thereto (the “Supplemental Indenture”) which 
will be dated as of the first day of the month in which the 
Bonds are to be issued. Appalachian plans to sell its Bonds 
to one or more commercial banks, insurance companies, 
or similar institutions where there will be no resale to the 
public. No finder’s fee or other fee, commission or remun- 
eration will be paid to any third party in connection with 
the proposed transaction for negotiating the transaction. 


Ir. une event there are no commitments for negotiation, 
Appalachian will issue and sell the Bonds at competitive 
bidding. The interest rate (which will be a multiple of 
1/8 of 1%) and the price (which will be not less than 
100%, unless Appalachian shall authorize a lower per- 
centage not less than 99%, and shall not exceed 102.75% 
of the principal amount thereof plus accrued interest 
from May 1, 1980, to the date of delivery) will be de- 
termined by competitive bidding. 


The proceeds of the offering will be used to retire $50,- 
000,000 principal amount of 9% Series Bonds, due June 
1, 1975. 


Appalachian states that if the Bonds are sold by negotia- 
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tion the sale of the Bonds will be exempt from the compe- 
titive bidding requirements of Rule 50 pursuant to para- 
graph (a)(2) thereof as the Bonds will have a maturity of 
less than ten years, will be issued to an institutional in- 
vestor, will not be resold to the public, and no finder’s fee 


is to be paid to any third party in connection with the pro- 


posed transaction for negotiating the transaction. 


The fees and expenses to be incurred in connection with 
the proposed transaction will be supplied by amendment. 
It is stated that the State Corporation Commission of Vir- 
ginia and the Public Service Commission of Tennessee 
have jurisdiction over the proposed issuance and sale of 
the Bonds and that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than May 7, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the 
issues of fact or law raised by said application-declara- 
tion which he desires to controvert; or he may request 
that he be notified if the Commission should order a 
hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Wash- 
ington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 

this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18932/April 14, 1975 


In the Matter of 


MIDDLE SOUTH UTILITIES, 
New Orleans, Louisiana 


INC. 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-5645) 
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ORDER APPROVING PROPOSED ISSUE AND SALE OF 
COMMON STOCK BY SUBSIDIARY COMPANY TO 
HOLDING COMPANY 


Middle South Utilities, Inc. (‘Middle South’’), a registered 
holding company, and Louisiana Power & Light Company 
(“Louisiana’’), a public-utility subsidiary company of 
Middle South, have filed an application-declaration with 
this Commission, pursuant to Sections 6(a), 7, 9(a), 10, 
and 12(f) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 43 and 50(a)(3) promulgated 
thereunder as applicable to the proposed transactions. 


Louisiana proposes to issue and sell to Middle South (the 
holder of all of the issued and outstanding shares of 
Louisiana’s common stock no par value per share), and 
Middle South proposes to acquire, 5,512,000 additional 
shares of Louisiana’s common stock, for an aggregate pur- 
chase price of $35,000,000 in cash. Louisiana further pro- 
poses to declare a cash dividend of $6,797,000 on its pre- 
sently outstanding common stock, and Middle South pro- 
poses, concurrently therewith, to acquire an additional 
1,070,500 shares of Louisiana’s common stock. Upon 
completion of the foregoing transactions, Louisiana will 
have issued an outstanding 34,900,000 shares of common 
stock, which will be stated in its capital common stock 
account at an aggregate of $221,615,000. Louisiana pro- 
poses to use the net proceeds from the sale of the addi- 
tional common stock for its current construction program, 
estimated at $149, 100,000 for 1975 and for the repayment 
of outstanding short-term promissory notes. 


No State commission, and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (HCAR No. 18870), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said applicaton-declaration be granted and 
permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration be, and it hereby is, granted and permitted 
to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18933/April 14, 1975 


In the Matter of 


TRANSOK PIPE LINE COMPANY 
Tulsa, Oklahoma 74101 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


(70-5641) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE 
OF FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING AND GUARANTEE OF SUCH BONDS BY 
PARENT COMPANY 


Public Service Company of Oklahoma (“Public Service’), 
an electric utility subsidiary company of Central and 
South West Corporation (“Central’’), a registered hold- 
ing company, and Transok Pipe Line Company (“Tran- 
sok”), an intrastate pipeline subsidiary company of Pub- 
lic Service, have filed an application-declaration, and 
amendments thereto, with this Commission pursuant 

to Sections 6(a), 7, 12(b) and 12(f) of the Public Utility 
Holding Company Act of 1935 (““Act’’) and Rules 45 
and 50 promulgated thereunder regarding the following 
proposed transactions. 


Transok proposes to issue and sell, pursuant to the com- 
petitive bidding requirements of Rule 50 under the Act, 
$12,000,000 principal amount of its First Mortgage 
Pipe Line Bonds, % Series due 1980 (“bonds”). 
The interest rate (which will be a multiple of 1/8 of 1%) 
and the price, exclusive of accrued interest, to be paid 
to Transok (which will be not less than 99% nor more 
than 102.75% of the bonds’ principal amount) will be 
determined by the competitive bidding. The bonds will 
be issued under an Indenture between Transok and the 
National Bank of Tulsa, Oklahoma, Trustee, dated as of 
May 1, 1955, as heretofore supplemented by various in- 
dentures and as to be further supplemented by a sixth 
Supplemental Indenture to be dated as of May 1, 1975, 
which contains a prohibition against redeeming any of 
the bonds prior to May 1, 1980, directly or indirectly 
with borrowed funds having an interest cost’to Transok 
of less than the interest cost of the bonds. Public Service 
proposes to guarantee the payment of principal and in- 
terest on the bonds. Transok does not propose to estab- 
lish a sinking fund to retire any portion of the bonds 
prior to their 1980 maturity. 


The net proceeds to be derived from the sale of the bonds 
will be used by Transok (a) to repay approximately 
$7,000,000 borrowed from Central for construction pur- 
poses and (b) for the construction of additional gas trans- 
mission pipelines and gas gathering facilities. 


Due notice of the filing of said appliation-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18861), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisifed and that no 


adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and permitted 
to become effective forthwith, subject to the terms and con- 
ditions prescribed in Rules 24 and 50 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18934/April 14, 1975 


In the Matter of 


NORTHEAST UTILITIES 
174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


(70-5665) 


NOTICE OF REQUESTED EXCEPTION FROM COM- 
PETITIVE BIDDING REQUIREMENTS REGARDING 
ISSUE AND SALE OF COMMON STOCK 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(“Northeast”), a registered holding company, has filed 

an application-declaration pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating Sec- 
tions 6 and 7 of the Act and Rules 50 and 100 promul- 
gated thereunder as applicable to the following proposed 
transactions. All interested persons are referred to the appli- 
cation-declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


Northeast proposes to issue and sell 5,500,000 shares of 
its authorized but unissued common stock, par value $5 
per share (“Common Stock”). Northeast estimates that 
the proposed sale of the Common Stock will provide it 
with aggregate cash proceeds of approximately $44,000,- 
000. It proposes to utilize the net proceeds to repay, in 
part, its short-term notes payable. The company expects 
that, just prior to sale of the Common Stock, $139,800,- 
000 of such notes will be outstanding, the proceeds of 
which had been used to make capital contributions and/or 
open account advances to its subsidiary companies pursu- 
ant to prior authorizations by the Commission. North- 
east requests an exception from the competitive bidding 
requirements of Rule 50 under the Act for the issuance 
and sale of such Common Stock to permit it to select 

one or more investment banking firms to form a syndicate 
which will act as underwriters for the Common Stock and 
with which Northeast will negotiate the terms on which it 
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will sell the Common Stock to such underwriters. 


In support of its request for an exception, Northeast states 
that it has suffered severly from the effect of particularly 
difficult fuel supply problems in its service area, and from 


other exceptional factors. Its System has had difficulty over 


the past two years in financing its construction program 
through conventional long-term security issues, and two 
bond ratings for two of its subsidiaries have recently been 
reduced. Northeast believes it is important to seil the pro- 
posed common stock issue at this time. Based on its exper- 
ience with its last common stock issue in October 1974, 
and its knowledge of current transfers in ownership of its 
common stock, Northeast states that it cannot expect sig- 
nificant institutional interest in the new issue, and that 
its sale will require a marketing effort directed primarily 
to individual investors. 


it points out that over 25% of its earnings for common 
stock for 1974 represented the nonrecurring effect of 
changes in accounting methods, principally with respect 
to deferral of fuel costs and accrual of unbilled revenues. 
It also notes that the System has pending before the 
Connecticut Public Service Commission and this Com- 
mission, a contract for sale of its gas properties. It be- 
lieves that these and other factors, described more fully 
in its application, affecting the investment characteris- 
tics of the stock to be offered, will require special atten- 
tion by any prospective underwriters. 


A statement of the fees and expenses to be incurred will 
be filed by amendment. It is stated that no state or Fed- 
eral commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than May 7, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the 
issues of fact or law raised by the filing which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be served personally or 
by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon 
the applicatns-declarants at the above-stated address, 

and proof of service (by affidavit or, in case of an attor- 
ney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the application-declara- 
tion, as filed or as it may be amended, may be granted 
and permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in, Rules 20(a) and 100 there- 
of or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18935/April 14, 1975 


In the Matter of 

THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 

Wilmington, Delaware 19807 


(70-5661) 


NOTICE OF PROPOSED ISSUE AND SALE OF PREFER. 


RED STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Columbia Gas Sys- 
tem, Inc. (“Columbia”), a registered holding company, has 
filed an application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act’’), designating Sections 6 and 7 of the Act and Rule 
50 promulgated thereunder as applicable to the following 
proposed transaction. All interested persons are referred 
to the application-declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


All external financing for the Columbia System is done at 
the parent company level, i.e., through the issue and sale 
of securities of Columbia. Columbia now proposes to issue 
and sell in May 1975, subject to the competitive bidding 
requirements of Rule 50 under the Act, 1,000,000 shares 
of % Cumulative Preferred Stock, Series B, par value 
$50 per share. Columbia states that due to difficulties that 
may occur in marketing preferred securities at competitive 
bidding, the company may request, by further amendment 
to this application-declaration, the sale of its preferred 
stock be excepted from the competitive bidding require- 
ments of Rule 50. 





The dividend rate (which shall be a multiple of 0.08%) and 
the price to the company (which shall be not less than $50 
nor more than $51.50 per share) will be determined by the 
competitive bidding. The terms of the stock will provide 
that Columbia shall have the option to redeem shares of 
the stock, provided however, that no such optional re- 
demption shall be made prior to June 1, 1980, directly or 
indirectly, with borrowed funds having a lower effective 
interest cost or from the issuance of another series of pre- 
ferred stock having a lower effective dividend cost. A sink- 
ing fund will be provided to redeem 100,000 shares of 
stock yearly beginning with the year 1981. 


Columbia proposes to apply the net proceeds from the sale 
of the preferred stock together with other available funds 

to the 1975 capital expenditure program of its subsidiaries 
estimated to be $380 million. 


A statement of the fees and expenses to be incurred in 
connection with the proposed transaction will be filed by 

















amendment. It is stated that no State or Federal com- 
mission, other than this Commission, has jurisdiction 
over the transaction proposed herein. 






NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 9, 1975, request in 
writing that a hearing be held on such matter, stating 


declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air 
mail if the person being served is located more than 
500 miles from the point of mailing) upon the appli- 
cant-declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the application-declara- 


from such rules as provided in Rules 20(a) and 100 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of 
of. 

For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





Release No. 18936/April 15, 1975 
In the Matter of 

MIDDLE SOUTH UTILITIES, INC. 
MIDDLE SOUTH ENERGY, INC. 


New Orleans, Louisiana 


(70-5647) 


, TO HOLDING COMPANY 













the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 


tion, as filed or as it may be amended, may be granted 
and permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 


thereof or take such other action as it may deem appro- 


the hearing (if ordered) and any postponements there- 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


ORDER APPROVING PROPOSED ISSUE AND SALE 
OF COMMON STOCK BY SUBSIDIARY COMPANY 


Middle South Utilities, Inc. (“Middle South”), a regis- 
tered holding company, and Middle South Energy, Inc. 
(“MSEI”), a subsidiary company of Middle South, have 
filed an application-declaration with this Commission, 
pursuant to Sections 6(a), 7, 9(a), 10, and 12(f) of the 
Public Utility Holding Company Act of 1935 (“Act’’) 
and Rules 43 and 50(a)(3) promulgated thereunder as 


applicable to the proposed transactions. 


MSEI proposes to issue and sell to Middle South (the hold- 
er of all of the issued and outstanding shares of MSEI's 
common stock no par value per share), and Middle South 
proposes to acquire, 20,000 additional shares of MSEI’s 
common stock, for an aggregate purchase price of $20,000,- 
000 in cash. Middle South and MSEI believe it preferable 
for the additional common stock to be sold at times coin- 
ciding with MSEI’‘s cash needs, which are primarily deter- 
mined by the nature and pace of the construction work on 
its Grand Gulf Nuclear Electric Station near Vicksburg, 
Mississippi. Accordingly, the applicants-declarants request 
authority to consummate the proposed transactions at var- 
ious times through August 1, 1975. 


No State commission, and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 18881), and no hearing 
has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that 
said application-declaration be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18937/April 15, 1975 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 16103 


(70-5616) 
ORDER AUTHORIZING ISSUE AND SALE OF COM- 


MON STOCK BY HOLDING COMPANY THROUGH 
NEGOTIATION, SALE OF SUBSIDIARY’S COMMON 
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STOCK TO HOLDING COMPANY AND AMENDMENT 
OF SUBSIDIARY’S CHARTER TO INCREASE SUB- 
SIDIARY’S AUTHORIZED COMMON STOCK 


Ohio Edison Company (“Ohio Edison”’), a registered hold- 
ing company and an electric public utility company, and 
its electric utility subsidiary company, Pennsylvania Power 


Company (‘‘Pennsylvania”’), have filed an application-declar- 


ation, and amendments thereto, with this Commission 
pursuant to Sections 6(a), 6(b), 7, 9(a), 10 and 12(f) of 
the Public Utility Holding Company Act of 1935 (‘Act’’), 
and Rule 43 promulgated thereunder regarding the follow- 
ing proposed transactions. 


Ohio Edison proposes to issue and sell 4,000,000 shares 

of its authorized but unissued common stock, par value 

$9 per share (‘‘stock’’), by a negotiated offering through 
an underwriting group managed by Morgan Stanley & Co., 
Inc.; Merrill Lynch, Pierce Fenner & Smith, inc., and 
Kidder, Peabody & Co., Inc. Issue and sale of the stock 
will be exempt from the competitive bidding require- 
ments of Rule 50 under the Act if the sale is consummated 
prior to April 30, 1975 (HCAR No. 18646). 


Ohio Edison has executed an underwriting agreement, 
subject to approval of this Commission, with representa- 
tives of the underwriting group which has been formed 
to market the stock. The initial public offering price 
will be determined by agreement between Ohio Edison 
and the representatives acting on behalf of the under- 
writers. Such price will not be higher than the last re- 
ported sale price or the last reported asked price of the 
common stock of Ohio Edison on the New York Stock 
Exchange immediately prior to such determination, 
whichever is higher, plus $.50 per share; and such price 
shall not be lower than the last reported sale price or 
last reported bid price for such stock on said Exchange 
at said time, whichever is lower, less $.25 per share. The 
purchase price to be paid to Ohio Edison for the stock 
will be the initial public offering price, determined in 
accordance with the foregoing formula, less an amount 
per share to be determined by agreement between Ohio 
Edison and the representatives on behalf of the under- 
writers, but not more than 5%% of the initial public 
offering price. 


Proceeds of the sale are to be used to repay short-term 
debt incurred by Ohio Edison. It is estimated that Ohio 
Edison will have $80,000,000 in short-term debt out- 
standing at the time of the sale of the stock. 


Pennsylvania proposes to issue and sell to Ohio Edison, 
its parent, and Ohio Edison proposes to acquire from 
Pennsylvania, 400,000 shares of Pennsylvania’s com- 
mon stock, $30 par value, at a price per share equal 

to that par value. It is proposed that this issue and 

sale of common stock by Pennsylvania be consummated 
in June 1975. Pennsylvania proposes to use the proceeds 
from the sale of its common stock for construction ex- 
penditures, to repay bank loans incurred for such con- 
struction and to reimburse its treasury for such expendi- 
tures. 


Pennsylvania also proposes to amend its charter to in- 
crease the authorized number of shares of its common 
stock from 3,000,000 to 4,000,000 shares. It is stated 
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that Pennsylvania now has sufficient authorization to 
issue the 400,000 new shares to Ohio Edison but that the 
increase in the authorized number of shares is necessary 
so that Pennsylvania may make further sales of its com- 
mon stock to Ohio Edison in 1976 and 1977. It is stated 
that Pennsylvania must obtain the consent and approval 
of its sole voting stockholder, Ohio Edison, to make this 
increase in authorized common stock shares, and that 
Ohio Edison proposes to give such consent and approval. 


Fees and expenses to be incurred by Ohio Edison in con- 
nection with the proposed sale of its stock are estimated 
at $166,000, including legal fees of $25,000 and account- 
ants’ fees of $30,000. The Public Utilities Commission 
of Ohio and Pennsylvania [ ublic Utilities Commission 
have authorized the proposed sale of stock by Ohio Edi- 
son and Pennsylvania, respectively, and no other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tions. 


Due notice of the filing of said application-deciaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 18868), and no hearing 
has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that 
said application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18938/April 16, 1975 


In the Matter of 


THE PROVIDENCE GAS COMPANY 
Providence, Rhode Island 


(31-749) 


ORDER APPROVING APPLICATION FOR EXEMPTION 
UNDER SECTIONS 3(a)(1) AND 3(a)(2) 


The Providence Gas Company (“Providence’’), a gas util- 
ity company and a holding company, has filed an applica- 
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tion, and amendments thereto, for an exemption under 
Sections 3(a)(1) or 3(a)(2) of the Public Utility Holding 
Company Act of 1935 (“Act’’). 


Providence, a Rhode Island corporation, is engaged in 
the business of selling natural gas to retail customers for 
residential, commercial and industrial use. Providence 
purchases its gas under a long-term contract with Algon- 
quin Gas Transmission Company and distributes it to 
approximately 104,000 customers in sixteen cities and 
towns within the State of Rhode Island. In 1974, Provi- 
dence sold 16,670,000 MCF of gas and had gross oper- 
ating revenues of $37,625,000. No sales were made to 
customers outside of Rhode Island. Providence’s execu- 
tive offices, distribution and maintenance faiclities and 
storage facilities are all located within Rhode Island. 


On December 31, 1974, Providence acquired substan- 
tially all of the assets of The Newport Gas Light Com- 
pany (“Newport”), a Rhode Island corporation, and now 
carries on Newport's business in its Newport Division. 
During 1974, the Newport Division distributed 1,089,792 
MCF of gas to approximately 4,700 customers, all of 
whom are located within Rhode Island. Its gross oper- 
ating revenues for the period ended September 30, 1974, 
were $2,360,140. The executive offices and utility assets 
of the Newport Division are all located within Rhode Is- 
land. 


Providence is a holding company, as defined in Section 
2(a)(7) of the Act, by virtue of its ownership of 45% of 
the outstanding capital stock of Tiverton Gas Company 
(“Tiverton”), a gas utility company organized under the 
laws of Rhode Island which, in 1974, distributed 37,100 
MCF of gas to approximately 500 customers in Tiverton, 
Rhode Island. For the year ended September 30, 1974, 
Tiverton’s gross revenues from the sale of gas were $65,- 
852.96. Providence acquired Tiverton’s stock as a part 
of its acquisition of Newport's assets. All of Tiverton’s 
offices and distribution facilities are located in Rhode 
Island, and no gas sales are made without Rhode Island. 
It is stated that Providence has no meaningful role in 
Tiverton’s management and does not participate in its 
operations. 


Providence also owns all of the issued and outstanding 
stock of three non-utility subsidiaries: Bay Front Real 
Estate Company (“Bay Front’’), whose only business 
is renting approximately seven acres of land to Provi- 
dence’s Newport Division; Arrowhead Propane Cor- 
poration (“Arrowhead”), through which Providence 
sells propane fuel for commercial and industrial use; 
and Prudence Corporation (“Prudence”), which holds 
title to various parcels of real property used other than 
in the conduct of a gas utility business. Providence car- 
ries on its books its investments in Bay Front, Arrow- 
head and Prudence at $300,000, $5,500 and $168,926, 
respectively. 


Providence requests that it be exempted from the obli- 
gations of a holding company under the Act under Sec- 
tion 3(a)(1) and/or Section 3(a)(2). Under Section 3(a) 
(1), a holding company is exempted if it and its utility 
subsidiaries are incorporated in a single state and their 
utility operatons are predominantly intrastate in charac- 
ter. Section 3(a)(2) exempts holding companies which 


are predominantly public-utility companies. The applicant 
states that it is entitled to exemption under either section. 


Due notice of the filing of said application, as amended, has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 18882), and no hearing 
has been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the inter- 
est of investors and consumers that said application, as 
amended, be granted and permitted to become effective . 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18939/April 16, 1975 


In the Matter of 


MONOGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmount, West Virginia 26554 


THE POTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
800 Cabin Hill Drive 
Greensburg, Pennsylvania 15601 


(70-5657) 


NOTICE OF PROPOSED LEASE OF RAILROAD CARS 
AND SUBLEASE OF UNDIVIDED INTERESTS IN 
THOSE CARS TO OTHER SUBSIDIARY UTILITY COM- 
PANIES; PROPOSED ASSUMPTION OF DEBT PORTION 
OF FINANCING OF RAILROAD CARS AND REQUEST 
FOR EXCEPTION FROM COMPETITIVE BIDDING IN 
CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Monongahela Power 
Company (“’Monongahela’’), The Potomac Edison Com- 
pany (“PE’’) and West Penn Power Company (“West 
Penn’), electric utility subsidiary companies of Allegheny 
Power System, Inc., a registered holding company, have 
filed an application-declaration, and an amendment there- 
to, with this Commission pursuant to the Public Utility 
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Holding Company Act of 1935 (“Act’’), designating Sections 
6, 7, 9(a) and 12 of the Act and Rules 50 and 87 promul- 
gated thereunder as applicable to the proposed transactions. 
All interested persons are referred to the application-declara- 
tion, as amended, which is summarized below, for a complete 
statement of the proposed transactions. 


West Penn and the Continental Illinois National Bank and 
Trust Company of Chicago (“lessor’’) have entered into a 
purchase agreement (‘‘purchase agreement”) with Thrall 
Car Manufacturing Company and Bethlehem Steel Corpor- 
ation for the construction and delivery of 212 railroad cars 
(“cars”). Of the cars, 106 are to be hopper cars and 106 
are to be gondola cars, all of said cars to be used for the 
transportation of coal, as further described below. 


It is stated that the total purchase price of the cars shall 
not exceed $6,180,000, said purchase price to be financed 
under a finance agreement (“finance agreement”) describ- 
ed further below. Under terms of the purchase agreement, 
Lessor will be the owner of the cars and will lease the cars 
to West Penn under a Lease of Railroad Equipment 
(“lease”). Pursuant to the lease, West Penn will lease the 
cars for an initial 15-year period commencing June 17, 
1975, plus an interim period prior to that date, at a rental 
to be paid in 31 installments. The first rental payment 
shall cover the interim period and the rental payments 
thereafter will be on a semi-annual basis. 


Under terms of the finance agreement, the lessor has agreed 
to act as owner-trustee for certain lenders and equity par- 
ticipants who have agreed to finance the purchase of the 
cars. The finance agreement provides, among other things, 
that West Penn may be required to purchase the cars if a 
favorable ruling from the Internal Revenue Service (“rul- 
ing”) relating to certain tax aspects of the transactions 

is not received by August 31, 1975. In such event, West 
Penn wil! purchase the equity participants’ interests in 
the cars for an amount equal to those participants’ in- 
vestments in the cars, plus interest thereon at an annual 
rate equal to the prime commercial (or comparable) rate 
of Manufacturers Hanover Trust Company, plus 2%. In 
such event, West Penn will also assume the debt portion 
of the financing of the cars, in the maximum amount of 
$4,455,792, for 15 years at an annual interest rate of 9- 
7/8% per annum. West Penn requests an exception from 
the competitive bidding requirements of Rule 50 in the 
event of its assumption of this debt. 


The lease provides that rentals during the interim period 
will be at a daily rate of 0.0254866% of the purchase 
price of the cars then subject to the lease. Rental pay- 
ments thereafter will be an amount equal to 3.20938% 
of the purchase price for the cars then subject to the 
lease for the next 10 semi-annual installments, 5.74689% 
for the following 10 semi-annual installments and 8.21235% 
for the following 10 semi-annual installments. This rent 

is computed on the assumption that (1) the interest rate 

on the debt portion of the financing of the cars is 9-7/8% 
and (2) the investment tax credit accruing to the equity 
participants in the financing is 10%. On the basis of 
these assumptions it is stated that the effective cost of 
the lease to West Penn is approximately 6% of the pur- 
chase price of the cars per year. The lease provides that 
if the aforesaid interest rate and/or investment tax credit 
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are greater or less than the assumed percentages, the rental 
payments will be adjusted accordingly. 


The lease further provides that West Penn has the right to 
renew the lease for up to 3 additional 5 year terms at a 
fair market rental or to purchase all of the cars then sub- 
ject to the lease at a fair market value at the end of any 
lease term. West Penn may, after June 17, 1985, termin- 
ate the lease on a good faith determination that all the 
cars then subject to the lease shall have become obsolete 
or economically unserviceable to West Penn’s operations. 


It is stated that the cars are being obtained to transport 
low sulfur coal to the Harrison generating station at 
Shinnston, West Virginia, which station is owned 50% 
by West Penn, and 25% each by Monongahela and PE. 
It is proposed that Monongahela and PE each sub-lease 
an undivided 25% interest in the cars from West Penn 
so that each will pay West Penn 25% of the cost of leas- 
ing the cars. It is stated that this arrangement will assure 
division of the cost of leasing the cars among the com- 
panies on the same basis as their ownership in the Harri- 
son station, of the energy generated by the station and 
the companies’ respective obligations to pay the costs 
of operating the station. 


It is stated that the West Virginia Public Service Commis- 
sion, the Virginia State Corporation Commission and the 
Pennsylvania Public Utility Commission have jurisdiction 
over various aspects of the proposed transactions, that 
the lease and a security agreement will be filed with the 
United States Interstate Commerce Commission and that 
no other state or federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tions. Fees and expenses to be incurred in connection 
with the proposed transactions will be supplied by amend- 
ment. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than May 9, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration, as 
amended, which he desires to controvert; or he may re- 
quest that he be notified if the Commission should order 
a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon the applicants-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
amended, or as it may be further amended, may be grant- 
ed and permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 there- 
of or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 





issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 




















tion, pursuant to delegated authority. 

















George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18940/April 17, 1975 


See Securities Act Release No. 5579/April 17, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18941/April 17, 1975 


in the Matter of 


MICHIGAN CONSOLIDATED GAS COMPANY 
Detroit, Michigan 


(70-5639) 


ORDER APPROVING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Michigan Consolidated Gas Company (“Michigan Con- 
solidated’’), a gas utility subsidiary company of Ameri- 
can Natural Gas Company, a registered holding com- 
pany, has filed an application and amendments thereto 
with this Commission pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (“Act”), 
and Rule 50 promulgated thereunder regarding the 
following transaction. 


Michigan Consolidated proposes to issue and sell, sub- 
ject to the competitive bidding requirements of Rule 

50 under the Act, $40,000,000 principal amount of First 
Mortgage Bonds, % Series due 1995. The interest 
rate (which will be a multiple of 1/8th of 1%) and the 
price, exclusive of accrued interest, (which will not be 
less than 982% nor more than 101%% of the principai 
amount), will be determined by competitive bidding. 
The bonds will be issued under an Indenture of Mort- 
gage and Deed of Trust dated as of March 1, 1944 as 
heretofore supplemented by twenty-two supplemental 
indentures and as to be further supplemented by a 
Twenty-third Supplemental Indenture, to be dated as 
of April 15, 1975, between Michigan Consolidated and 
First National City Bank, as Trustee, and including a 
prohibition, until May 1, 1980, against refunding the 
issue through borrowings having an interest cost to 
Michigan Consolidated lower than the interest cost of 
the bonds. 





It is stated that the net proceeds from the sale of the 

bonds will be used to pay, in part, 1975 construction 

y and improvement of facilities costs, estimated at $95,- 
000,000. The additional funds required to finance 1975 


For the Commission, by the Division of Corporate Regula- 





construction are to be obtained from operations and from 
short-term borrowings which will be the subject of a future 
application to the Commission. 


The issuance-and sale cf the bonds has been authorized by 
the Michigan Public Service Commission. No other State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tions. 


Due notice of the filing of said application has been given 

in the manner prescribed in Rule 23 promulgated under 

the Act (HCAR No. 18883), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that it 

is appropriate in the public interest and in the interest of 
investors and consumers that said application, as amended, 
be granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18942/April 18, 1975 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P. O. Box 2333 
Boston, Massachusetts 02107 


(70-5660) 


NOTICE OF PROPOSED ISSUE AND SALE OF COMMON 
STOCK AND REQUEST FOR EXCEPTION FROM COM- 
PETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Eastern Utilities Associ- 
ates (““EUA”), a registered holding company, has filed an 
application-declaration, and an amendment thereto, with 
this Commission pursuant to the Public Utility Hoiding 
Company Act of 1935 (“Act”) designating Sections 6(a), 
7 and 12(c) of the Act and Rule 50 promulgated there- 
under as applicable to the proposed transactions. All in- 
terested persons are referred to the application-declara- 
tion, which is summarized below, for a complete statement 
of the proposed transactions. 


EUA proposes to issue and sell up to 310,000 shares of its 
common stock (par value $5.00 per share) (‘stock’). The 
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time of the offering and the exact number of shares to be 
sold are proposed to be fixed in the light of market condi- 
tions at the time of the sale. 


EUA requests that the proposed sale of its stock be ex- 
cepted from the competitive bidding requirements of 
Rule 50 pursuant to subsection (a)(5) thereof. As reasons 
for the requested exception, EUA states, among other 
things, that the offering may be too small to attract com- 
petitive bids from underwriters; that there have been only 
two public offerings of EUA common shares in the past 
16 years, both of those issues being sold through rights 
offerings; and that EUA’s recent earnings history may 
intensify these problems in obtaining competitive bids. 


Proceeds from the sale of the stock will be applied first 
to the prepayment of the last installment on a note held 
by a bank from EUA in the principal amount of $3,400,- 
000. Any excess of such proceeds will be applied to re- 
duce EUA's outstanding short-term borrowings. 


Fees and expenses to be incurred in connection with the 
proposed transactions are to be supplied by amendment. 
It is stated that no state commission and no federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than May 12, 1975, request in writ- 
ing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said application-declara- 
tion, as amended, which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should 
be served personally or by mail (air mail if the person be- 
ing served is located more than 500 miles from the point 
of mailing) upon the applicant-declarant at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the applica- 
tion-declaration, as amended, or as it may be further 
amended, may be granted and permitted to become effec- 


tive as provided in Rule 23 of the General Rules and Regu- 


lations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18943/April 18, 1975 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 01581 


(70-5643) 


ORDER AUTHORIZING PROPOSED AMENDMENT OF 
ARTICLES OF AGREEMENT AND DECLARATION OF 
TRUST TO INCREASE AUTHORIZED SHARES OF 
COMMON STOCK 


New England Electric System (“NEES”), a registered hold- 
ing company, has filed a declaration and an amendment 
thereto with this Commission pursuant to Sections 6(a), 
7(e) and 12(e) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 62 promulgated thereunder 
regarding the following proposed transaction. 


NEES proposes to amend its Agreement and Declaration 

of Trust (“Agreement”) to increase the number of shares 
of its common stock which NEES is authorized to issue 
from 20,000,000 to 30,000,000 shares. At the present time, 
19,412,755 shares are outstanding. 


NEES intends to submit the proposed amendment of its 
Agreement and the proposed consent of its shareholders 
for their approval at the annual meeting to be held on 
April 22, 1975. In connection therwith, NEES is soliciting 
proxies from the holders of its common stock through the 
use of solicitation material which sets forth the proposal 
in detail. The declaration states that the increase in the 
authorized shares requires an affirmative vote of a major- 
ity of the shares present or represented at the meeting. 
The proposed amendment to the Agreement increasing 
the number of authorized shares requires an affirmative 
vote of a majority of the shares present or represented at 
the meeting and a two-thirds vote of the Board of Direc- 
tors. 


It is stated that construction expenditures for the years 
1975, 1976, and 1977 aggregate about $460,000,000 
which include expenditures for improvements to subsi- 
diaries facilities as well as proposed new generating fa- 
cilities needed in order for subsidiaries to continue to 
provide reliable electric service to their customers. A sub- 
stantial portion of such funds are to be obtained through 
the issuance and sale of NEES’ common stock. 


Fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $85,000, including 
service fees, at cost, of New England Power Service Com- 
pany, a wholly-owned subsidiary company of NEES, of 
$3,600. It is stated that no state commission and no fed- 
eral commission, other than this Commission, has juris- 
diction over the proposed transaction. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 18871), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the ap- 























plicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is in the public interest and in the interest of in- 
vestors and consumers that said declaration, as amended, 
be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 

of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18944/April 18, 1975 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
1 East Washington Street 
New Castle, Pennsylvania 16103 


(70-5653) 


NOTICE OF PROPOSED REIMBURSEMENT BY 
PARENT TO SUBSIDIARY OF CERTAIN COSTS 
OF SUBSIDIARY ALLOCABLE TO PARENT’S 
INTEREST IN LAND 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison”), a registered holding company and an 
electric utility company, and Pennsylvania Power Com- 
pany (“Pennsylvania”), its electric utility subsidiary have 
filed an application-declaration and amendment thereto 
with this Commission pursuant to the Public Utility Hold- 
ing Company Act of 1935 (““Act”’) designating Section 

12 thereof and Rules 43 and 44 promulgated thereunder 
as applicable to the proposed transaction. All interested 
persons are referred to the application-declaration, which 
is summarized below, for a complete statement of the 
proposed transaction. 


Ohio Edison proposes to pay Pennsylvania $266,373, 
plus interest on said amount at 8% from January 31, 
1975 to date of payment. This amount represents Ohio 
Edison’s portion of a total of $558,258 reimbursement 
sought by Pennsylvania, as of January 31, 1975, from 
the CAPCC Companies, a group consisting of three util- 
ity companies not subject to the Act and Ohio Edison 
and Pennsylvania. The reimbursement relates to land 
originally acquired by Pennsylvania to be used in a 








CAPCO Companies generating plant. $407,291 of the total 
reimbursement sought consists of Pennsylvania’s land costs, 
taxes and related overheads. The balance, or $150,967, re- 
lates to interest on this amount accrwigg since August 28, 
1969, the date on which it was decided that Pennsylvania’s 
land would be part of the CAPCO project. The rate of inter- 
est applied is Pennsylvania’s cost of funds used to finance 
construction, which is 8% since July 1, 1970, and 7% prior 
thereto. Ohio Edison’s portion of the reimbursement repre- 
sents its 44.97% ownership of the plant. 


The fees and expenses to be paid, including legal fees, will 
not exceed $3,600. It is stated that no state or federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 13, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration as amended 
which he desires to controvert; or he may request that 

he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
applicants-declarants at the above-state addresses, and 
proof of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
amended or as it may be further amended, may be granted 
and permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provied in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is order- 
ed will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8753/April 11, 1975 


In the Matter of 
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SUN LIFE INSURANCE COMPANY OF AMERICA, 
THE SERIES INVESTMENT ACCOUNTS 

Sun Life Building, Charles Center 

Baltimore, Maryland 21201 


(811-2334) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLAR- 
ING THAT APPLICANT HAS CEASED TO BE AN IN- 
VESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Sun Life Insurance Com- 
pany of America, The Series Investment Accounts (““Ap- 
plicant’’), registered under the Investment Company Act 
of 1940 (““Act’’), an an open-end, diversified, manage- 
ment class series investment company, filed an applica- 
tion on March 13, 1975, pursuant to Section 8(f) of the 
Act for an order of the Commission declaring that Ap- 
plicant has ceased to be an investment company as de- 
fined in the Act. All interested persons are referred to 
the application on file with the Commission for a state- 
ment of the representations contained therein, which 
are summarized below. 


Applicant, a separate account (as that term is defined 

in the Act) established by the Board of Directors of Sun 
Life Insurance Company of America on November 22, 
1972, registered under the Act by the filing of Form 
N-8A Notification of Registration on November 29, 
1972. The variable annuity contracts issued by Appli- 
cant were registered pursuant to the Securities Act of 


ber 21, 1973. Sale of variable annuity contracts began 
in March, 1974. On August 23, 1974, all further sales 
of contracts were ceased and the Applicant’s Board of 
Governors determined that liquidation should be re- 
commended. 


At a Special Meeting of contract owners on November 
15, 1974, a plan of liquidation was approved by con- 
tract owners of each of the series. There were nc votes 
cast in opposition to the plan of liquidation. 


The plan of liquidation has now been completed. The 
assets of Applicant have been distributed in the manner 
elected by the contract owners. Applicant is not now 
making nor does it propose to make a public offering of 
its securities. Applicant has no liabilities and conducts 
no business of any kind. 


Section 8(f) of the Act provides, in pertinent part, 
_that when the Commission upon application finds that 
a registered investment company has ceased to be an 
investment company, it shall so declare by order and, 
upon the effectiveness of such order, the registration 

of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 7, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement 

as to the nature of his interest, the reason for such re- 
quest and the issues, if any, of fact or law proposed 

to be controverted, or he may request that he be no- 
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tified if the Commission should order a hearing thereon. 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon Ap- 
plicant at the address stated above. Proof of such service 
(by affidavit, or in the case of an attorney at law, by cer- 
tificate) shall be filed contemporaneously with the request. 
As provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the applica- 
tion will be issued as of course following said date, unless 
the Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who re- 
quest a hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8754/April 11, 1975 


In the Matter of 


LIONEL D. EDIE CAPITAL FUND, INC. 
LIONEL D. EDIE READY ASSETS TRUST 
530 Fifth Avenue 

New York, New York 10036 


(812-3769) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 11(a) OF THE ACT TO PER- 
MIT AN OFFER OF EXCHANGE AND PURSUANT TO 
SECTION 6(c) FOR EXEMPTION FROM THE PROVI- 
SIONS OF SECTION 22(d) 


NOTICE IS HEREBY GIVEN that Lionel D. Edie Capital 
Fund, Inc. (the ““Fund’’) and Lionel D. Edie Ready Assets 
Trust (the “Trust’’) (collectively the ““Applicants”), open- 
end diversified management investment companies regis- 
tered under the Investment Company Act of 1940 (the 
“Act”), filed an application on February 27, 1975, and 

an amendment thereto on March 31, 1975, for an order 
(1) pursuant to Section 11(a) of the Act permitting the 
Fund to offer to exchange its shares for shares of the Trust 
on a basis other than their relative net asset values per 
share and (2) pursuant to Section 6(c) of the Act granting 
an exemption from Section 22(d) of the Act in connection 
with such exchanges. All interested persons are referred to 
the application on file with the Commission for a statement 
of the representations contained therein, which are sum- 
marized below. 















it 











The Fund and the Trust have the same investment adviser, 
Edie Management Service, Inc. and the same distributor, 
Edie Fund Sales, Inc. 


The Fund, whose shares have been sold since 1973, seeks 
the highest total investment return consisteht with prudent 
risk through a fully managed investment policy utilizing 
equity, debt, and convertible securities. The Trust, which 
begun selling shares in February of 1975, invests principally 
in money market securities and similar short term obliga- 
tions. Shares of the Fund are sold at net asset value plus a 
maximum sales charge of 6.5% of the offering price. Trust 
shares, which require minimum initial purchases of $5000 
and minimum subsequent purchases of $1000, are sold at 
their net asset value per share (which will be held at a 
constant $1.00 per share) plus a maximum purchase fee 

of 8/10 of 1% of the net amount invested. 


Shareholders of the Fund who have held their shares for at 
least 60 days will be able to exchange all or part of their 
shares for shares of the Trust. The exchange will be based 
upon the respective net asset value of the shares without 

a sales charge or purchase fee. 


It is also proposed to permit shares of the Trust to be 
exchanged for shares of the Fund on the basis of rela- 

tive net asset value plus a sales charge equal to the differ- 
ence between what the customary sales charge on such 
sale would be minus the purchase fee paid by the share- 
holder when such shares of the Trust were acquired. How- 
ever, shares of the Trust acquired through an exchange of 
Fund shares, and shares of the Trust accumulated by rein- 
vestment of dividends and distribution on such Trust 
shares, will be reexchanged for Fund shares at net asset 
value without any sales charge. 


As a result, a shareholder acquiring shares of the Fund 
through an exchange of shares of the Trust that had 

been purchased would pay approximately the same 
overall sales charge that he would have paid had he 
directly purchased the shares of the Fund, but any 
shareholder of the Trust who had acquired his shares 

of the Trust through an exchange of Fund shares, with 
respect to which he would have previously paid a normal 
sales load would be able to re- exchange the acquired 
Trust shares for Fund shares at net asset value. 


Only shares of the Trust or the Fund with a minimum 
net asset value of $1,000 in the aggregate will quality 
for the exchange privileges. 


Should a Trust shareholder wish to exchange only a 
portion of his shares, then, unless the shareholder spec- 
ifies otherwise, those shares that may be exchanged at 
relative net asset value without sales charge will be ex- 
changed first and the remaining shares to be exchanged 
will be selected from those shares which are entitled to 
be exchanged upon payment of the lowest additional 
sales charge. 


Section 11(a) of the Act provides that it shall be un- 
lawful for any registered open-end company or any 
principal underwriter for such company to make or 
cause to be made an offer to the shareholder of a se- 
curity of such a company or of any other open-end 
investment company to exchange his security for a 





security in the same or another such company on any 


basis other than the relative net asset values of the respec- 
tive securities to be exchanged unless the terms of the offer 
have first been submitted to and approved by the Commis- 
sion. The effer by the Trust to exchange its shares for Fund 
shares at relative net asset value is, therefore, permitted by 
Section 11(a) without any further action of the Commis- 
sion, but the offer by the Fund to exchange its shares for 
Trust shares, with the imposition of a sales charge, requires 
approval by the Commission. 


Section 22(d) of the Act provides in pertinent part, that no 
registered investment company or principal underwriter 
thereof shall sell any redeemable security issued by such 
company to any person except at a current offering price 
described in the prospectus. Transactions permitted by 
Section 11(a), such as the exchange by the Trust of its 
shares for Fund shares without any sales charge, are ex- 
pressly excepted from the provisions of Section 22(d). 
However, the exchange by the Fund of its shares for 

Trust shares with the imposition of a sales charge may be 
deemed to be not permitted by Section 11. Therefore, 
such an exchange may be deemed not excepted by Sec- 
tion 22(d) from its prohibitions. Since the customary 

sales charge described in the prospectus of the Fund would 
be greater than the sales charge which would be applicable 
to the proposed exchange offer by the Fund of its shares 
for shares of the Trust, this exchange offer may be deemed 
in violation of Section 22(d). 


Applicants state that the exchange privilege with respect 

to which an order is requested allows shareholders of the 
Trust, a money market fund, the opportunity of switch- 
ing to the Fund, a balanced fund, at minimal or no costs 
either when his investment objectives have changed or 
when market conditions favor one type of investment 
company over another. However, because Trust sharehold- 
ers would have paid substantially less sales load on their 
investments than similarly situated investors in the Fund, 
Applicants assert that the exchange offer by the Fund to 
shareholders of the Trust should not be made at relative 
net asset values since such an exchange would be inquitable 
and discriminatory to other Fund shareholders and might 
also involve a violation of Section 22(d) since it would 
provide a means to purchase Fund shares at a current offer- 
ing price other than that disclosed in the Fund prospectus. 


Section 6(c) provides, in part, that the Commission by 
order upon application, may conditionally or uncondi- 
tionally exempt any person, security, or transaction or 
any class or classes of persons, securities or transactions 
from any provision of the Act, if and to the extent such 
exemption is necessary or appropriate in the public inter- 
est and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than May 2, 1975, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the na- 
ture of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
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Commission, Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air inail if the 
person being served is located more than 500 miles from 


the point of mailing) upon Applicants at the address stated 


above. Proof of such service (by affidavit, or in case of an 
attorney at law, by certificate) shall be filed contemporan- 
eously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following May 2, 1975, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, will re- 
ceive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8755/April 11, 1975 


In the Matter of 


PUTNAM CONVERTIBLE FUND, INC. 
PUTNAM EQUITIES FUND, INC. 

THE GEORGE PUTNAM FUND OF BOSTON 
THE PUTNAM GROWTH FUND 

THE PUTNAM INCOME FUND, INC. 
PUTNAM INVESTORS FUND, INC. 
PUTNAM MARINER FUND, INC. 

PUTNAM VISTA FUND, INC. 


and 


PUTNAM VOYAGER FUND, INC. 
265 Franklin Street 
Boston, Massachusetts 02110 


(812-3759) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) 


On March 13, 1975, a notice was issued (Investment 
Company Act Release No. 8716) of an application 

filed on February 5, 1975 and amended on February 
28, 1975, by Putnam Convertible Fund, Inc., Putnam 
Equities Fund, Inc., The George Putnam Fund of Bos- 
ton, The Putnam Growth Fund, The Putnam Income 
Fund, Inc., Putnam Investors Fund, Inc., Putnam Marin- 
er Fund, Inc., Putnam Vista Fund, Inc., and Putnam Voy- 
ager Fund, Inc. (collectively the ““Applicants’’), each re- 
gistered under the Investment Company Act of 1940 
(the ““Act’’) as open-end diversified management invest- 
ment companies, pursuant to Section 6(c) of the Act 
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for an order declaring that Mr. Avery Rockefeller, Jr. 
(‘Rockefeller’), a nominee for director fo each of the 
Applicants, shall not be deemed an “interested person” 
of the Applicants, The Putnam Management Company, 
Inc. (‘Adviser’), investment adviser to the Applicants, 
or Putnam Fund Distributors or Putnam Financial Ser- 
vices (“Underwriters”), principal underwriters of the 
Applicants by reason of his being a director of The 
Home Insurance Company (“Home Insurance”), a 
wholly-owned subsidiary of which, Home Capital Ser- 
vices, Inc., is a registered broker-dealer under the Secur- 
ities Act of 1934. The notice gave interested persons an 
opportunity to request a hearing and stated that an ord- 
er might be issued on the basis of the information stated 
therein unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that the 
requested exemption is appropriate in the public inter- 
est and consistent with the protection of investors and 
the purposes fairly intended by the policy and provi- 
sions of the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 6(c) of the Act, 
that Rockefeller be, and is hereby, exempted from the 
definition of “interested person’, within the meaning 

of Section 2(a)(19) of the Act, of the Applicants, the 

Adviser or the Underwriters to the extent he would be 
included within the definition by reason of his being a 
director of Home Insurance. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated author- 
ity. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8756/April 14, 1975 


In the Matter of 


COMPASS INCOME FUND, INC. 
20 Exchange Place 
New York, New York 10015 


(811-1719) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On March 12, 1975, a notice was issued (Investment 
Company Act Release No. 8715) of an application 
filed on November 25, 1974, and amended on Feb- 
ruary 20, 1975, by Compass Income Fund, Inc. (““Ap- 
plicant’’), registered as a diversified open-end company 
under the Investment Company Act of 1940 (“‘Act’’), 
for an order of the Commission pursuant to Section 























8(f) of the Act declaring that Applicant has ceased to be 
an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. 

No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter has been considered and it is found that Ap- 
plicant has ceased to be an investment company. Accord- 
ingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration under the Act of Compass Income 
Fund, Inc., shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated author- 
ity. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8757/April 15, 1975 


PROPOSAL CONCERNING VALUATION OF SHORT 
TERM DEBT INSTRUMENTS OWNED BY REGISTERED 
INVESTMENT COMPANIES INCLUDING MONEY MAR- 
KET FUNDS 


The Commission is publishing this release to inform the 
public of a position which it proposes to take regarding 
the standardization of procedures for valuation of short 
term debt instruments owned by registered investment 
companies, including ““money market” funds. 1/ 


The Commission believes it desirable to receive the bene- 
fit of comments and suggestions of members of the in- 
dustry and other interested persons before this interpre- 
tation is published in definitive form. Any comments or 
suggestions should refer to ““Proposal to Standardize Port- 
folio Valuation by Certain Investment Companies” and 
should be addressed to Securities and Exchange Commis- 
sion, Washington, D. C. on or before May 23, 1975. 


Valuation of Portfolio Securities 


The Commission is aware that many investment compan- 
ies, including some of the money market funds, value 
short term debt instruments 2/ in their portfolios on an 
amortized cost basis. For the reasons discussed below, 
the Commission believes it would be desirable to dis- 
continue this valuation method. 


Money Market Fund Valuation Methods 


Section 2(a)(41), as here relevant, and Rule 2a-4 under 
the Investment Company Act of 1940 require that the 
assets of registered investment companies be valued (1) 
at market value, if quotations are readily available, or 
(2) if quotations are not readily available, at fair value as 
determined in good faith by the board of directors. 


The Commission’s attention has been directed to pos- 
sible different interpretations of this rule in connection 
with the valuation methods employed by the money 
market funds. 3/ Market quotations are not readily 
available for many money market instruments in these 
funds’ portfolios because they are generally held to ma- 
turity, thereby eliminating a meaningful secondary mar- 
ket. 4/ Fair value for these instruments must therefore 
be determined in good faith by the board of directors. 


A number of money market funds determine the fair 
value of their securities by “marking to market,” that 
is, obtaining a “quote” on the particular instrument or 
one of comparable quality from the issuer or dealer. 5/ 
Due to the nature of the secondary market for many 
money market instruments, these quotes are merely es- 
timates of the instruments’ market value with reference 
to current money market rates and are not bids or actual 
last sale prices of securities similar in all :espects to the 
portfolio security. Nevertheless, ““marking to market” 
has proven to be a generally workable method of valua- 
tion for securities without readily available market quo- 
tations. 


Other funds use the amortized cost valuation technique. 
This involves valuing a security at its cost on the date of 
purchase and thereafter assuming a constant proportion- 
al increase in value until maturity, regardless of the im- 
pact of fluctuating interest rates on the market value of 
the instrument. While this method provides certainty in 
valuation, it may result in periods during which the value 
of a fund’s portfolio, as determined by amortized cost, 
is significantly higher or lower than the price the fund 
would receive if it liquidated the portfolio at prevailing 
market prices. 


Deficiencies of Amortized Cost Valuation 


The Commission believes that it is undesirable to deter- 
mine value by a mechanical or automatic formula with 
no reference to market value and no judgmental input 
on the part of the directors. As the Commission has pre- 
viously indicated, 


“No single standard for determining “fair value... 
in good faith” can be laid down, since fair value 
depends upon the circumstances of each individ- 
ual case. As a general principle, the current “fair 
value” of an issue of securities being valued by 
the Board of Directors would appear to be the 
amount which the owner might reasonably expect 
to receive for them upon their current sale.” 6/ 
In summary, amortized cost appears to be a less desirable 
method of valuation because its mechanical approach 
may, in many instances, fail to approximate value. Al- 
though cognizant of the difficulty involved in valuing 
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short term debt securities having a less active secondary 
market, it appears to the Commission that, on balance, 
“marking to market” would be more appropriate under 
the circumstances. 


An additional benefit of discontinuing the amortized 
cost valuation method will be an improvement in the 
ability of investors to compare the reported yield of one 
fund against another. At the present time, as a conse- 
quence of different funds using different valuation 
methods, two funds with similar portfolios may report 
significantly dissimilar yields. It is desirable to stand- 
ardize the method of valuation in order to provide in- 
vestors with the information necessary to make accur- 
ate comparisons between funds. 


Calculation of Rate of Return 


A separate but related problem associated with money 
market funds is their lack of uniformity with respect 
to calculation of rate of return. This has resulted in 
funds with similar portfolios and similar valuation 
methods reporting significantly different yields. Since 
money market funds are often bought and sold on the 
basis of yields, this lack of uniformity may not permit 
investors to make accurate comparisons of one fund 
against another. 


The Statement of Policy, under the Securities Act of 
1933, 7/ provides that investment companies may 
represent rate of return on the basis of past or histori- 
cal results. Although this is appropriate for most mu- 
tual funds, in the case of money market funds the 
Commission is of the tentative view that it would be 
more appropriate when calculating and publishing 
yield for quotation purposes, that yield be determined 
by a “forward looking” rate reflecting the best esti- 
mate of future performance, i.e. yield to average life. 
Yield to average life is based on the current prices of 
the portfolio securities instead of their original cost 
and thus will fluctuate daily as interest rates change. 
It is the rate of return which would be received by 
investors if all the securities currently in the portfolio 
valued at market were held to maturity, redeemed at 
par value, and the proceeds then distributed to share- 
holders. This concept has not been used by mutual 
funds but has long been used ‘in pricing and quoting 
long term debt instruments. The Commission expects 
at an early date to publish for comment a proposed 
amendment to the Statement of Policy in order to 
clarify this issue. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Money market funds are mutual funds whose invest- 
ment policy is to invest in short term debt instruments. 
Such funds seek to provide a vehicle to permit investors 
to take advantage of higher short term rates earned on 

large investments by a pooling of money to permit pur- 
chase of larger denomination instruments than could 
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normally be bought by the average small investor. The () “ta 


professional management provided by these funds has 
also attracted investments from corporations and non- 
profit institutions. Thirty-six money market funds had 
effective registration statements as of March 24, 1975 
with 12 more in the process of registration. Total assets 
under management on December 31, 1974, amounted 
to $2,434 billion constituting approximately 7.2% of 
the assets managed by the industry generally (compared 
to 0.2% as of December 31, 1973). 


2/ These ‘‘money market” instruments include Treasury 
bills, securities issued or guaranteed by the U. S. Govern- 
ment, repurchase agreements for government securities, 
certificates of deposit, letters of credit, commercial pa- 
per, and banker’s acceptances. 


3/ Although this valuation problem has arisen in the 
context of money market funds, the principles described 
herein are generally applicable to all investment companies. 


4/ However, government obligations, such as Treasury bills, 
have an active secondary market. 


5/ Some funds obtain market “‘quotes” by using an indexe- 
tion procedure which values non-marketable securities 
with reference to similar marketable securities. 


6/ Accounting for Investment Securities by Registered 
investment Companies, Investment Company Act Release 
No. 6295, p. 5, (Dec. 23, 1970). 


7/ Statement of Policy as amended (November 5, 1957). { 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8758/April 16, 1975 


In the Matter of 


WESTERN CAPITAL FUND, INC. 
18 East Monument Street 
Colorado Springs, Colorado 80903 


(811-2248) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On March 18, 1975, a notice was issued (Investment 
Company Act Release No. 8718) of an application filed 
on February 11, 1975 by Western Capital Fund, Inc. 
(“Applicant”), a non-diversified, open-end management 
investment company registered under the Investment 
Company Act of 1940 (the ““Act’’), for an order of the 
Commission declaring that the Applicant has ceased to 
be an investment company as defined in the Act. The 
notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the appli- 
cation might be issued on the basis of the information 
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tated in the application. No request for a hearing has 
een filed and the Commission has not ordered a hear- 


ing. 


The matter having been considered, it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Western Capital Fund, Inc. 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8759/April 16, 1975 


In the Matter of 


MUTUAL BENEFIT FUND 

MUTUAL BENEFIT GROWTH FUND 
520 Broad Street 

Newark, New Jersey 07101 


(812-3763) 


ORDER PURSUANT TO SECTION 17(b) OF THE 
ACT FOR AN EXEMPTION FROM SECTION 17(a) 
OF THE ACT AND PURSUANT TO SECTION 6(c) 
OF THE ACT FOR AN EXEMPTION FROM RULE 
22c-1 PROMULGATED UNDER THE ACT 


Mutual Benefit Fund (‘Benefit’) and Mutual Benefit 
Growth Fund (“Growth”), open-end, diversified, man- 
agement investment companies registered under the 
Investment Company Act of 1940 (the ““Act”), filed 
an application on February 10, 1975, and an amend- 
ment thereto on March 11, 1975, for an order of the 
Commission pursuant to Section 17(b) of the Act ex- 
empting from the provisions of Section 17(a) of the 
Act the proposed transfer by Growth of substantially 
all of its assets to Benefit in exchange for shares of 
common stock of Benefit and pursuant to Section 

6(c) of the Act for an order of the Commission ex- 
empting from the provisions of Rule 22c-1 under the 
Act the determination of net asset values, for purposes 
of the exchange, at the close of trading on the New 
York Stock Exchange on the day immediately preceding 
the closing date of the proposed transaction. 


On March 18, 1975, a notice was issued (Investment 
Company Act Release No. 8719) of the filing of the 
application. The notice gave interested persons an op- 
bortunity to request a hearing and stated that an order 
disposing of the application might be issued on the basis 


of the information stated therein unless a hearing should 
be ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
terms of the proposed merger of Growth and Benefit, to 
be effected by an exchange of the assets of Growth for 
shares of Benefit, are reasonable and fair and do not in- 
volve overreaching on the part of any person concerned 
and that the proposed transaction is consistent with the 
policies of Benefit and with the general purposes of the 
Act, and it is further found that the requested exemption 
from Rule 22c-1 under the Act is necessary or appropri- 
ate in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transfer by Growth of substantially 
all of its assets to Benefit in exchange for shares of com- 
mon stock of Benefit be, and hereby is, exempted from 
the provisions of Section 17(a) of the Act; and 


IT iS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the determination of net asset values of 
Benefit and Growth for purposes of the exchange at the 
close of trading on the New York Stock Exchange on 
the day immediately preceding the closing date on which 
such exchange is open for trading be, and hereby is, ex- 
empted from the provisions of Rule 22c-1 under the 
Act, effective forthwith. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8760/April 16, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 452/April 16, 1975 


NOTICE OF EXTENSION OF TIME FOR COMMENT 
ON NOTICE OF INTENTION TO PROPOSE A RULE 
UNDER SECTION 6(e) OF THE INVESTMENT COM- 
PANY ACT OF 1940 FOR VARIABLE LIFE INSUR- 
ANCE 


The Securities and Exchange Commission (‘‘Commission’’) 
has received a request for an extension of the due date for 
comments on its Notice of Intention to propose a rule 
under Section 6(e) of the Investment Company Act of 
1940 (“Investment Company Act”). An exemptive rule 
under Section 6(e) would exempt issuers of certain vari- 
able life insurance contracts, and affiliated persons there- 
of, from certain provisions of the Investment Company 
Act. 
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In view of the request that the comment period be ex- 
tneded, the Commission has authorized an extension 
until Monday, June 2, 1975, of the due date for sub- 
mitting comments. The Commission desires a prompt 
determination with respect to its Notice of Intention 
to propose a rule under Section 6(e), but believes 
that this extension is appropriate and will not result 
in undue delay. Notice of intention to propose a rule 
under Section 6(e) was published on February 27, 
1975, in Investment Company Act Release No. 8691 
and Investment Advisers Act Release No. 440. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8761/April 16, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 453/April 16, 1975 


NOTICE OF EXTENSION OF TIME FOR COMMENT 
ON PROPOSAL TO RESCIND RULE 3c-4 UNDER 
THE INVESTMENT COMPANY ACT OF 1940 AND 
RULE 202-1 UNDER THE INVESTMENT ADVISERS 
ACT OF 1940 


The Securities and Exchange Commission (““Commission”’) 
has received a request for an extension of the due date for 
comments on its Proposal to Rescind Rule 3c-4 under the 
Investment Company Act of 1940 (“Investment Company 
Act”) and Rule 202-1 under the Investment Advisers Act 
of 1940 (“Investment Advisers Act’’) (hereinafter collec- 
tively referred to as the ““Rules’”’). These Rules exempt 
issuers of certain variable life insurance contracts, and 
affiliated persons thereof, from the provisions of the In- 
vestment Company and Investment Advisers Acts. 


In view of the request that the comment period be ex- 
tended the Commission has authorized an extension 
until Monday, June 2, 1975, of the due date for sub- 
mitting comments. The Commission desires a prompt 
determination with respect to its proposal to rescind 
these Rules, but believes that this extension is appro- 
priate and will not result in undue delay. Notice of the 
proposal to rescind the Rules was published on February 
27, 1975, in Investment Company Act Release No. 8690 
and Investment Adviser Act Release No. 439. 1/ 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ The original period for comment was extended from 
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March 31, 1975, to April 18, 1975 on March 5, 1975. See 
Investment Company Act Release No. 8706, Investment 
Advisers Act Release No. 443. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8762/April 17, 1975 


In the Matter of 


COMSTOCK FUND, INC. 
ENTERPRISE FUND, INC. 
FLETCHER FUND, INC. 

HARBOR FUND, INC. 

LEGAL LIST INVESTMENTS, INC. 
PACE FUND, INC. 


and 

CHANNING COMPANY, INC. 
2777 Allen Parkway 

Houston, Texas 77019 


(812-3755) 


ORDER PURSUANT TO SECTION 11(a) OF THE ACT \ 


PERMITTING AN OFFER OF EXCHANGE AND PURSU- 
ANT TO SECTION 6(c) GRANTING EXEMPTION FROM 
THE PROVISIONS OF SECTION 22(d) OF THE ACT AND 
RULE 22d-1 THEREUNDER 


Comstock Fund, Inc., Enterprise Fund, Inc., Fletcher 
Fund, Inc., Harbor Fund, Inc., Legal List Investments, 
Inc., and Pace Fund, Inc. (collectively referred to as 
“Shareholders Funds”) each of which is registered as 

an open-end investment company under the Investment 
Company Act of 1940 (‘Act’) and Channing Company, 
Inc. (collectively referred to with the Shareholders Funds 
as ‘‘Applicants”) filed an application on January 31, 1975, 
for an order (1) pursuant to Section 11(a) of the Act to 
permit the Shareholders Funds to offer to exchange their 
shares for shares of American General Reserve Fund, Inc. 
on a basisother than their relative net asset value per share 
at the time of the exchange and (2) pursuant to Section 
6(c) of the Act granting exemption from Section 22(d) of 
the Act and Rule 22d-1 thereunder, in connection with 
such exchanges. 


On March 20, 1975, a notice (Investment Company Act 
Release No. 8720) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing 

of the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 
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The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


IT iS ORDERED, pursuant to Section 11 of the Act, 
that the proposed exchange offer is approved, and 


IT iS FURTHER ORDERED, pursuant to Section 6 
(c) of the Act, that the application for exemption 
from Section 22(d) of the Act and Rule 22d-1 there- 
under, to the extent requested, be and hereby is 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6828/April 11, 1975 


SEC v. LSL CORPORATION 
(U.S.D.C./ED Tex.) 


Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, and Roby Hadden, U. S. Attorney for the East- 
ern District of Texas, today announced that Federal 
District Judge William Wayne Justice, Tyler, Texas, 

on April 4, 1975 at Sherman, Texas sentenced Charles 
Dean “Bo” Adams, Harrison Arkansas, formerly of Den- 
ton, Texas, to three years’ imprisonment. Judge Justice 
sentenced Adams following his plea of guilty to one 
count of a three-count indictment charging interstate 
transportation of falsely made and forged securities. 


The indictment alleged that between April 1970 and 
October 1972 Adams falsely made and forged six com- 
mon stock certificates of LSL Corporation, Denton 
Texas. The indictment further alleged that Adams then 
transported the certificates in interstate commerce, sell- 
ing and pledging them for his benefit. 


For further information see Litigation Release Nos. 
6125, 6161, 6189 and 6555. 













Litigation Release No. 6829/April 11, 1975 


The Securities and Exchange Commission announced the 
filing of a civil complaint in the United States District 
Court for the District of Columbia on April 10, 1975, 
charging Sanitas Service Corporation (““Sanitas”), a 
Connecticut corporation with corporate headquarters 

in Hartford, Connecticut, David Weintraub, A. Theodor: 
Barron (“Barron”), ATB Enterprises, Inc. (“ATB”) and 
Alan R. Carp (“Carp”) with violations of Sections 10(b), 
13(a) and 14(a) of the Securities Exchange Act of 1934 
(“Exchange Act’’) and Rules 10b-5, 13a-1, 13a-13 and 
14a-9 thereunder, and charging Abraham Weintraub with 
violations of Section 16(a) of the Exchange Act and 
Rule 16a-1 thereunder. 


The complaint alleges that Barron and David Weintraub 
caused Sanitas to pay a total of approximately $1,219,- 
473 over a four-year period to ATB, a Massachusetts 
corporation wholly owned by Barron, for, among other 
things, political payments, bribes and kickbacks. Ac- 
cording the complaint, Sanitas and its subsidiaries paid 
an aggregate of approximately $1,219,473 to ATB dur- 
ing the period from 1969 through September 1973, and 
ATB distributed this amount in cash to various persons 
and for various purposes. In addition, the complaint 
charges that an indeterminate amount of such funds 
paid to ATB was converted by Barron for his own use 
and benefit and/or that of his relatives. The Commis- 
sion alleges that defendants Carp, David Weintraub and 
Barron concealed from Sanitas’ stockholders and the 
public the true nature, purpose and amounts of the cash 
payments funneled through ATB, and the potential ad- 
verse impact on Sanitas’ earnings if such payments were 
discontinued. The complaint states that Sanitas distributed 
to its shareholders and filed with the Commission false 
and misleading statements with respect to these cash 
payments. 


Additionally, the complaint charges that Sanitas’ earn- 
ings for the year ended June 30, 1971, were overstated 
by approximately $205,850 resulting from Sanitas’ im- 
proper use of the pooling of interests method of account- 
ing for a June 1971 acquisition of Industrial Disposal Ser- 
vices, Inc. (“IDSI"’) by Sanitas. The complaint alleges 
that the existence of certain undisclosed agreements be- 
tween Sanitas’ officers and the sole shareholder of IDSI 
required Sanitas to use the purchase method to account 
for the acquisition of IDSI. 


The Commission charged that David Weintraub, Barron 
and Carp caused Sanitas to issue false and misleading 
statements to shareholders and the investing public and 
file with the Commission materially false and misleading 
statements regarding Sanitas’ reported sale in 1972 of its 
Economy Linen Service operations (“Economy”) to a 
limited partnership comprised of certain Sanitas past 

and present officers and directors. The complaint alleges 
that Sanitas represented that it would incur no further 
losses from its Economy operations at a time when Wein- 
traub, Carp and Barron knew or should have known that 
it was likely that Sanitas would incur further substantial 
losses. Additionally the complaint alleges that Sanitas 
failed to include, as it properly should have, material 
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losses resulting from the Economy operations in Sanitas 
consolidated earnings reports for the quarter ending Sep- 
tember 30, 1972 and December 31, 1972. 


The Commission’s complaint also alleges that during the 
period July 1969 through January 1971, Abraham Wein- 
traub purchased and sold shares of Sanitas common stock 
in the name of a nominee and failed to file required 
statements with the Commission disclosing these securi- 
ties transactions. 


in addition to injunctive relief, the Commission’s com- 
plaint also seeks other equitable ancillary relief. 





Litigation Release No. 6830/April 14, 1975 


The Securities and Exchange Commission announced 
the filing of a civil complaint in the United States Dis- 
trict Court for the District of Columbia on April 11, 
1975, seeking to enjoin Standard Prudential Corpora» 
tion (“Standard”), a registered bank holding company 
with headquarters in New York City, and Theodore 

H. Silbert, its chairman of the board and chief executive 
officer, from violations of Sections 10(b) and 13(d) of 
the Securities Exchange Act of 1934 and Rules 10b-5 
and 13d-1 thereunder. 


The defendants have consented to the entry of a perma- 
nent injunction without admitting or denying the 
allegations of the Complaint. 


The Complaint alleges that Standard issued and Silbert 
caused Standard to issue press releases which were false 
and misleading or omitted to state material facts in con- 
nection with Standard’s assignment of an option to Sol- 
omon Eisenrod for the purchase of 1.6 million shares of 
Talcott National Corporation. The Commission alleged 
that Standard failed to disclose in an April 1 release that 
it retained absolute control over the block of stock with 
respect to resale, that Standard financed the acquisition 
of the block, and other facts. The Commission also al- 
leged that a February 6 release omitted to disclose that 
Standard had not abandoned its plans to acquire Tal- 
cott and that it was seeking a purchaser of the block 
over whom it could exercise absolute control. 


The Complaint also alleges that Standard filed, and 
Silbert caused Standard to file with the Commission 
a false and misleading Schedule 13D which failed to 
disclose that Standard’s acquisition of a right to 
purchase the Talcott block was for the purpose of 
effecting a merger with Talcott. 


In addition to injunctions, the order with respect to 
Standard provides for the appointment of a committee 
to investigate certain types of transactions by Standard, 
the adoption of guidelines for prior review of certain 
types of transactions and prior review of press releases, 
and the preparation of a plan for the sale of the Talcott 
shares. In the event a plan satisfactory to the Commis- 
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sion is not prepared within the prescribed time, a Special 
Master will be appointed by the Court to dispose of the 


shares. 





Litigation Release No. 6831/April 14, 1975 


SEC v. ACCURACY IN MEDIA, INC. 
(U. S. District Court for the District of Columbia, Civil 
Action No. 75-0535) 


The Securities and Exchange Commission today announced 
the filing of a complaint on April 11, 1975, in the United 
States District Court for the District of Columbia alleging 
that Accuracy in Media, Inc. (“AIM”) violated the Com- 
mission proxy rules promulgated under the Securities Ex- 
change Act of 1934 (“Exchange Act’). 


The complaint, which seeks an injunction against AIM 
for violations of Section 14(a) of the Exchange Act, and 
Rules 14a-3, 14a-6, and 14a-9 thereunder, and certain 
ancillary relief, alleges that AIM solicited proxies by 
means of newspaper advertisements in the Wall Street 
Journal and the Palm Beach News while failing to fur- 
nish theshareholders of CBS Inc. and RCA Corporation 
with written proxy statements containing the following 
information: the names of the persons by whom and on 
whose behalf the solicitation is made, the method of soli- 
citation to be employed, the material features of any con- 
tract for solicitation to be made by paid solicitors, the 
parties to such contract and the cost thereof, and the 
names of the persons by whom the cost of solicitation has 
been or will be borne, directiy or indirectly. 


The Complaint further alleges that AIM failed to file 
with the Commission five preliminary copies of a proxy 
statement, furnished to the shareholder of CBS Inc. 
and RCA Corporation, at least ten days prior to the 
date on which copies of such material were first sent 

or given to these shareholders. 


Additionally, the Complaint alleges that AIM’s news- 
paper advertisements contained statements which, at 
the time and in light of the circumstances under which 
they were made, omitted to state material facts neces- 
sary in order to make the statements contained therein 
not false and misleading. 


As Ancillary relief the Commission seeks to require 
AIM to publish corrective advertisements in the Wall 
Street Journal and the Palm Beach News and to make 
an offer to return all contributions received in response 
to AIM’s initial advertisements. 


Simultaneous with the filing of the Complaint, with- 

out admitting or denying the allegation in the Com- 
plaint, AIM consented to the entry of a Final Judgment 
of by Permanent Injunction and other Ancillary Relief 
enjoining it from violating Section 14(a) of the Exchange 
Act and Rules 14a-3, 14a-6, and 14a-9 thereunder. The 
Court’s Order also provided for AIM to publish a cor- 
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rective advertisement and make an offer return contribu- SEC v. GREAT WESTERN MORTGAGE CO., INC,, et al. 
} tions received in response to the initial advertisements, as (D. Ore., Civil Action File No. 75-299) 

WM requested by the Commission in its Complaint. 

Jack H. Bookey, Administrator of the Seattle Regional 
Office of the. Securities and Exchange Commission, an- 
nounced today that a complaint was filed in the United 





Litigation Release No. 6832/April 15, 1975 States District Court at Portland, Oregon on April 8, 

1975, seeking an injunction against Great Western Mort- 
Cv. NJB PRIME INVESTORS 

rr District Court for the District of Columbia gage Co., Inc., Robert G. Garner and Garland D. Bramble, 

Civ. Action No. 75-0541 all of Portland, to enjoin them from further violations of 
the registration and anti-fraud provisions of the federal 

The Securities and Exchange Commission announced securities laws. 

the filing of a complaint in the United States District 

Court for the District of Columbia on April 14, 1975, The complaint alleges that defendants sold investment 

seeking a court order directing NJB Prime Investors contracts and evidences of indebtedness known as “‘re- 

(“NJB”’), a Massachusetts real estate investment trust, ceipt and disbursement certificates,” “Investment certi- 

with principal offices in Clifton, New Jersey, to com- ficates,”” and real estate mortgage “participation certi- 

ply with the reporting provisions of the Securities Ex- ficates” without complying with the registration provi- 

change Act of 1934 (“Exchange Act”) and seeking a sions of the Securities Act of 1933; by making untrue 

permanent injunction against further such violations. representations as to the manner in which the proceeds 
of investment would be used and other material facts; 

According to the Commission’s complaint against and by fraud in, among other things, the manner in 

NJB, that company failed to file its annual report which the participation certificates were handled. 


on Form 10-K for the fiscal year ended November 
30, 1974 with the Commission. 








Litigation Release No. 6835/April 15, 1975 


William D. Goldsberry, Regional Administrator of the 





Litigation Release No. 6833/April 15, 1975 Chicago Regional Office of the Securities and Exchange 
Commission announced that on February 28, 1975, 
US v. NORMAN PIERSON Judge Frank J. McGarr, District Court Judge for the 
(N.D. Tex.) Northern District of Illinois, entered an order perma- 
nently enjoining Steed Industries, Inc., Robert Gian- 
Robert F. Watson, Administrator of the Fort Worth nini, James C. Capshaw, Joseph LaRose, Allen Mark 
Regional Office of the Securities and Exchange Com- Perres, Leland Fay, Earl Miller, Steve Barak, Jr., 
mission, and Frank D. McCown, United States Attor- Edward Sell, Paul Paymaster, and Edward Niziol of 
ney for the Northern District of Texas, jointly an- Chicago, Illinois, from violating the registration and 
nounced today that on April 9, 1975, an Information antifraud provisions of the Securities Act of 1933, and 
was filed in Federal District Court at Dallas, Texas, the antifraud provisions of the Securities Exchange Act 
charging Norman Pierson of Norman, Oklahoma, of 1934. 
with criminal contempt of an order entered by the 
Court on April 24, 1970, permanently enjoining Pier- The injunctions were issued after a hearing on the pro- 
son from violating the registration provisions of the priety of injunctive relief, and after a full trial on the 
Securities Act of 1933. issue of whether a security was involved. In the Court's 
Memorandum Opinion, interests in a multi-level pyra- 
According to the Information, defendant Pierson is mid promotional scheme were held to be securities— 
alleged to have violated the permanent ‘injunction investment contracts and interests commonly known 
by continuing, subsequent to the entry of the in- as securities within the definition of “security” as set 
junctive order, to offer and sell unregistered common forth in the Securities Act, 15 U.S.C. §77b(1). 


stock of Naturizer, Inc., Norman, Oklahoma. 


For further information, see Litigation Release Nos. 
4596 and 4660, and Securities Exchange Act Re- 
lease Nos. 8800 and 11009. 





Litigation Release No. 6836/April 15, 1975 








SEC v. ALL AMERICAN FUND, INC., et al. 
(C.D. Ca. Civil Action No. 74-3683-LTL) 
Litigation Release No. 6834/April 15, 1975 





Gerald E. Boltz, Regional Administrator of the Los Angeles 
SEC DOCKET/709 


sion, announced that on April 8, 1975, Lawrence T. 
Lydick, United States District Judge in Los Angeles, 
California, appointed Murray L. Simpson, Esq., 9701 
Wilshire Boulevard, Suite 900, Beverly Hills, California, 
as Receiver of the All American Fund, Inc., a register- 
ed investment company located in Los Angeles. As Re- 
ceiver, Mr. Simpson will take charge of the assets of 
the Fund, make a full investigation into possible claims 
on behalf of the Fund, obtain an interim investment 
adviser for the Fund and make a determination as to 
the final disposition of the Fund. Zenith American 
Management Services, Ltd., the All American Fund's 
management company and its officers and directors, 
Messrs. Stanley Rowen, Nelson Sanesi, and Maxwell 
Rubin consented to the appointment of the Receiver 
for the Fund. 





Litigation Release No. 6837/April 15, 1975 


SEC v. MARK B. RUBEN 
(D. Az. Phx. Div.) 
(C.D. 74-421-WPC-PH X) 


Gerald E. Boltz, Administrator of the Los Angeles Re- 
gional Office of the Securities and Exchange Commis- 
sion announced that on January 22, 1975, the Honor- 
able William P. Copple, United States District Judge 
for the District of Arizona, Phoenix Division, entered 
an order of permanent injunction against Mark B. Ru- 
ben, enjoining him from further violations of Section 
10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5 thereunder, in connection with the pur- 
chase and sale of the common stock of Altec Corpora- 
tion, or any other securities. The defendant consent- 
ed to the order of permanent injunction without ad- 
mitting or denying the allegations of the Commission’s 
complaint. 


The complaint filed June 18, 1974 alleged that Mark 
B. Ruben placed numerous orders for the purchase of 
Altec common stock through his account which he 
opened or had previously maintained, with various re- 
gistered broker-dealer firms in Phoenix, Arizona vicin- 
ity and elsewhere, purporting to pay for such pur- 
chases by delivering checks payable to said broker- 
dealers and drawn on an account maintained by 
Ruben at the Arizona Bank, Ruben well knowing at 
time said checks were drawn and delivered that there 
were insufficient funds in the bank account to honor 
the checks so drawn by him. 


In addition, the complaint alleged that Ruben’s pur- 
chases constituted in excess of 50 percent of the 
volume of trading in Altec stock during the period 
from May 16, 1974, through May 24, 1974, and 
through such coruse of conduct and scheme Ruben 
attempted to and did influence and cause the market 
price of Altec stock to increase to 1-3/8 per share by 
May 21, -1974. 
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Regional Office of the Securities and Exchange Commis- 


The complaint further alleged that Ruben also attempted 
to induce others, including at least one Altec official, to 
place purchase orders for Altec stock, during this same 
period. 





Litigation Release No. 6838/April 15, 1975 


US v. TOM R. ROGERS 
(N.D. Tex.) 


Robert F. Watson, Administrator of the Forst Worth Re- 
gional Office of the Securities and Exchange Commission, 
and Frank D. McCown, United States Attorney for the 
Northern District of Texas, today announced the filing of 
a criminal information in Federal District Court at Dallas, 
Texas on April 9, 1975, charging Tom R. Rogers of Dallas 
with criminal contempt of an order entered on June 26, 
1972 permanently enjoining Rogers and others from fur- 
ther violations of the registration and antifraud provisions 
of the federal securities laws. 


The information alleged that Rogers, in willful and unlaw- 
ful disobedience of the Court's order of June 26, 1972, 
violated the securities registration provisions of the feder- 
al securities laws in the offer and sale of fractional undi- 
vided working interests in oil and gas leases and common 
stock issued by Republic Energy Corporation. The infor- 
mation also alleged that Rogers violated the broker-dealer 
registration registration provisions of the federal securities 
laws in the offer and sale of fractional undivided working 
interests in oil and gas leases issued by McQueen Oil & 
Gas, Inc. 


For further information, see Litigation Release Nos. 5134, 
5162, 5459, 6705 and 6755. 





Litigation Release No. 6839/April 16, 1975 


SEC v. NORTHROP CORPORATION, et al. 
(U.S. District Court for the District of Columbia) 


The Securities and Exchange Commission today announced 
the filing of a complaint in the United States District Court 
seeking permanent injunctions against Northrop Corpora- 
tion, Thomas V. Jones and James Allen. 


In essence, the Commission’s complaint alleges that the 
defendants violated Sections 13(a) and 14(a) of the Se- 
curities Exchange Act of 1934, and certain rules promul- 
gated thereunder, by filing with the Commission annual 
reports and soliciting proxies for shareholders of North- 
rop Corporation which failed to disclose that the defendants 
and others had created a fund in excess of $476,000 of 
corporate monies which was used for unlawful political 
contributions and other purposes, and, additionally, that 
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caused Northrop Corporation to commit itself to the 
disbursement of approximately $30 million of corpor- 
ate monies to various consultants, commission agents, 
and others, without adequate records or controls suffi- 
cient to insure that funds, when disbursed, were dis- 
bursed for the purposes indicated or whether services 
provided in exchange for such funds were commensur- 
ate with the amounts paid. The Commission’s complaint 
further alleges that Northrop Corporation’s financial 
statements filed with the Commission falsely stated 
the income and expense of the company. 


The complaint further seeks a mandatory injunction 
requiring the defendant Northrop Corporation to cor- 
rect and amend its annual and other periodic reports 
which are currently on file with the Commission for 
the fiscal years 1961 to date in order to comply with 
the federal securities laws; the appointment of a spec- 
ial master to examine the books and records of North- 
rop Corporation, its affiliates and its subsidiaries, to 
render a correct accounting of the corporation’s fi- 
nancial position to the court and to Northrop Corpor- 
ation shareholders; and, that an order be issued requir- 
ing the defendants to account to the court and to re- 
quire the defendants Thomas V. Jones and James Allen 
to reimburse Northrop Corporation for all corporate 
funds which Jones and Allen caused Northrop Corpor- 
ation to expend for unlawful political contributions 

or other unlawful purposes. 





Litigation Release No. 6840/Apirl 17, 1975 


William D. Moran, Administrator of the New York 
Regional Office and Pual J. Curran, United States 
Attorney for the Southern District of New York 
announced that Zim Unified Securities, Inc. (“Zim 
Unified”) and Aaron H. Zimmerman (“Zimmerman”), 
President of Zim Unified were indicted on March 24, 
1975 by a Federal Grand Jury on one count of secur- 
ities fraud and one count of violating the Books and 
Record Rule in connection with the operation of Zim 
Unified, a broker-dealer, whose registration has been 
withdrawn. 


The indictment charges that between July 1970 and 
March 1, 1971 Zim Unified and Zimmerman engaged 
in fraudulent conduct in connection with Zim Uni- 
fied’s business as a broker-dealer, namely the accept- 
ing and placing of orders for the purchase and sale of 
securities with other broker-dealers while incapable 
and unwilling to complete sale transactions: the issu- 
ance and uttering of checks to broker-dealers in pay- 
ment for securities previously purchased on accounts 
in which insufficient funds were credited for pay- 
ment of such checks; making false representations that 
sufficient funds were on deposit to cover the checks 
drawn and that all orders for the purchase of securi- 
ties would be properly completed on the settlement 
dates thereof. 


during the period 1971 through 1973 the defendants had 





Additionally, Zim Unified and Zimmerman were charged 
with failure to make, keep and preserve books and records 
as prescribed by Section 17(a) of the Securities Exchange 
Act of 1934 and Rule 17a-3 thereunder. A bench war- 
rant was issued for the arrest of Zimmerman. 






















































Litigation Release No. 6841/April 17, 1975 


SEC v. SOLITRON DEVICES INC. 
(Civ. Action No. 75-0388, U. S. District Court for the 
District of Columbia) 


The Securities and Exchange Commission (‘‘Commission’’) 
today announced that on April 17, 1975 the Honorable 
Joseph C. Waddy, United States District Judge for the 
District of Columbia entered pursuant to a stipulation 

and undertaking executed by Solitron Devices, Inc. 
(“Solitron”), a Final Order concluding the above cap- 
tioned litigation. 


In the Final Order entered by Judge Waddy, Solitron 

is ordered to file its annual and periodic reports with 
the Commission, when they are required to be filed, 
which reports shall be complete and accurate and con- 
tain all statements of material fact necessary to present 
fully, fairly and accurately statements contained and 
required to be contained therein. By virtue of the Final 
Order Solitron has been further ordered to make only 
such public statements as are complete and accurate in 
all material respects. Moreover, the Court's order di- 
rects the company to restate and correct those filings 
with the Commission which were the subject of the 
Commission’s complaint where necessary to present 
fully, fairly and accurately all material facts concern- 
ing the financial condition of Solitron. Finally, the 
Court in the Final Order directed Solitron to retain 
special counsel, satisfactory to the Commission. to 
accomplish the matters referred to in a Stipulation and 
Undertaking executed by Solitron and annexed to the 
Final Order and to fully comply with the stipulations 
and undertakings contained therein. 


Soiitron in its Stipulation and Undertaking among 
other things, represented that it would conduct a 
thorough inquiry for the purposes of determining 

the nature and extent of any deficiencies in its past 
filings and correct all filings made with the Commis- 
sion so that they fully comply with the reporting 
provisions of the Exchange Act. In conjunction with 
these efforts Solitron represented that it would em- 
ploy a Special Counsel, in accordance with the Final 
Order of the Court, such Special Counsel having the 
authority to require Solitron to take such actions as 
he may deem appropriate to implement the company’s 
undertakings. It is further provided that no corrected 
filings may be made by Solitron that do not meet the 
satisfaction of the Special Counsel and that such Spec- 
ial Counsel cannot be dismissed or discharged without 
prior approval of the Commission. Similarly, any re- 
placement of the Special Counsel must be acceptable 
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to the Commission. 


The Court in the Final Order retained jurisdiction and 
power to enforce its Order and to enter such further 
Orders as may be required in connection therewith. 





Litigation Release No. 6842/April 17, 1975 


SEC v. NORTHROP CORP. 
Civ. Action No. 75-0563 


The Commission today announced the entry of orders 
of permanent injunction against Northrop Corpora- 
tion, Thomas V. Jones and James Allen in the United 
States District Court for the District of Columbia. The 
defendants consented to the entry of these orders with- 
out admitting or denying the allegations of the Com- 
mission’s complaint. 


Under the terms of the order, defendant Northrop was 
enjoined from further violations of Sections 13(a) and 
14(a) of the Securities Exchange Act of 1934, from 
using corporate funds for unlawful political contribu- 
tions or similar unlawful purposes; from making ma- 
terially false or fictitious entries in its corporate books 
and records, and from establishing or maintaining 

any secret or unrecorded fund of corporate monies 

or other assets. 


The orders entered against defendants Jones and Allen 
proscribe the same conduct with regard to Northrop 
or any other company. 


The Commission alleged in its complaint that defendant 
Northrop, Jones and Allen had maintained a secret 

fund of corporate monies in excess of $476,000 through 
a system of rebates of purportedly bona fide payments 
to a French consultant, William Savy, and that monies 
from this fund had been used for political contributions 
and related expenses, a substantial portion of which 

was unlawful. 


The Commission also alleged in its complaint that during 
1971, 1972 and 1973 defendant Jones caused North- 
rop to enter into contractual agreements with various 
other consultants, commission agents and others pur- 
suant to which approximately $30 million in corporate 
monies was or would be disbursed, and that many of 
these disbursements were without adequate records 

or controls sufficient to insure that funds, when dis- 
bursed, were disbursed for the purposes indicated or 
whether services provided in exchange for such pay- 
ments were commensurate with the amounts paid. 


The company has undertaken as part of its consent to 
the entry of this order to continue its ongoing investi- 
gation with respect to such payments and its corporate 
records and controls and to file a report of that investi- 


712/SEC DOCKET 


gation with the Commission and the Court. Pending the 
completion of that investigation, and review by the Com- 
mission, no allegation or determination has been made 
that such funds were used for purposes similar to the use 
made of the funds paid to Mr. Savy. 
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TRUST INDENTURE ACT OF 1939 
Release No. 390/April 15, 1975 


The Securities and Exchange Commission has issued a 
notice giving interested persons until May 5, 1975 to 
request a hearing on an application by Jones & Laughlin 
Steel Corporation, a Pennsylvania Corporation, (“J & L 
Steel’’) pursuant to Section 310(b)(1)(ii) of the Trust 
Indenture Act of 1939 declaring that the trusteeship of 
Mellon Bank, N.A. under indentures of J & L Steel and 
the Beaver County Industrial Development Authority 
is not so likely to involve a material conflict of interest 
as to make it necessary to disqualify Mellon Bank, 
N.A. from acting as trustee. 





TRUST INDENTURE ACT OF 1939 
Release No. 391/April 16, 1975 


The Securities and Exchange Commission has issued a 
notice giving interested persons until May 6, 1975 to 
request a hearing on an application by American Airlines, 
Inc. pursuant to Section 310(b)(1)(ii) of the Trust In- 
denture Act of 1939 declaring that the trusteeship of 
Bankers Trust Company under four existing indentures 
and under a proposed indenture is not so likely to in- 
voive a material conflict of interest as to make it neces- 
sary in the public interest or for the protection of in- 
vestors to disqualify Bankers Trust Company from 
acting as trustee under one of these indentures. 
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See Investment C Act Release No. 8761/April 16, 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 451/April 16, 1975 


EXTENSION OF TIME FOR SUBMISSION OF COM- 
MENTS ON PROPOSALS TO (1) ADOPT NEW RULE 
206(4)-4 UNDER THE INVESTMENT ADVISERS ACT 
OF 1940 (“ADVISERS ACT”) WHICH WOULD REQUIRE 
THAT INVESTMENT ADVISERS PROVIDE CLIENTS 
ps AND PROSPECTIVE CLIENTS WITH WRITTEN DiS- 
CLOSURE STATEMENTS CONTAINING CERTAIN 
SPECIFIED INFORMATION, AND (2) ADOPT NEW 
PARAGRAPH (14) OF RULE 204-2(a) UNDER THE 
ADVISERS ACT WITH RESPECT TO RECORDKEEP- 
ING REQUIREMENTS APPLICABLE TO SUCH 
WRITTEN DISCLOSURE STATEMENTS 


File No. S7-555 


The Securities and Exchange Commission has extended 
from April 30, 1975 until May 31, 1975 the period for 
submission of comments by interested persons on pro- 
posed Rule 206(4)-4 under the Investment Advisers Act 
of 1940 and proposed new paragraph (14) of Rule 204-2 
(a) under the Act. The proposals were announced on 
March 5, 1975 (Investment Advisers Act Release No. 
442). Proposed Rule 206(4)-4 would require an invest- 

( 





ment adviser to provide clients and prospective clients 
with a written disclosure statement containing specified 
information relating to, among other things, the adviser’s 
services, method of operation, and fee arrangements, and 
qualifications of advisory personnel. Proposed paragraph 
(14) of Rule 204-2(a) would require investment advisers 
to maintain a copy of such written statements, and any 
amendments or revisions thereof, in their books and re- 
cords. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 452/April 16, 1975 


See Investment Company Act Release No. 8760/April 16, 
1975. 








INVESTMENT ADVISERS ACT OF 1940 
Release No. 453/April 16, 1975 
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